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THE BENGAL ECONOMIC JOURNAL 

APRIL 1916. 


EDIJORIAL. 

It is generally admitted that Bengal stands in need of an association 
and of a journal which should collect and publish information on 
economic matters. Indeed, if any apology or explanation is wanted, 
it is not needed so much for the present movement in that direction 
as for its late and tardy appearance The economic past as well as 
the present of Bengal offer a vast field for research and exposition. 
To contemplate the economic greatness of our province, there is no 
need, however, to go back to the days of yore when its fame found 
echoes in the verse of migljty poets from to Hafiz and Milton. 

In our own day, thanks to her agricultural and manufacturing 
resources, Bengal keeps still in the v«*in of tlie economic progress of 
India ; and if there could be infused into her .sons a little more of the 
spirit of commercial and industrial enterprise, there could be no 
comparison between the prosperity and wealth of Bengal and that of 
other parts of India. Well might Michael Dutt exclaim: “O 
Bengal, there are numerous and varied gems in thy treasury; only we, 
thy children, neglect these thy riches!” Naturally, the province 
abounds in economic problems of the greatest interest and 
importance. Her land revenue problems and the peculiarities 
of her land tenure have in thl^mselves sufficed to create a 
literature of no small magnitude. Her stores of economic hisfx)ry 
are ^ast, and the extent and richness of her records are unparalleled 
in India, though at present they are a sealed book to the ^neral 
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public. Several of her industries are of world-wide importance and 
have already long histories of their own, not untouched by the 
colours of romance; but the future of these industries seems to be 
t inged with colours even more roseate. 

The ambition of the economist might well aspire to solve these 
numerous and important problems and to rear a lofty structure of 
.s(‘ieuce out of material so abundant. But the magnitude and 
intricacy of the task suffice to impress on him the lesson of humility. 
For success in such a great work co-operation is necessary—co-opera¬ 
tion between the economist, the man of business and the official. 
Fortunately there are few places where efficient co-operation could 
be so well .secured as in ('alcutta. Though founded only a couple 
of centuries ago, ('alcutta is already an old city in the annals of 
literature and is rich in literary traditions Her official and com¬ 
mercial clas.ses have been always noted for their partiality to literary 
work. We propose to utilize this genius of the .spot. What was 
required and what is now supplied is" an association to secure 
co-operation in the field of economics, with a journal to garner the 
fruits of such labours. 

While economics may justly claim to be a science it is at the 
same lime a practical ficience Division of labour requires that 
those practically engaged in the handling of economic affairs shall 
be primarily concerned with the task of seeing that the machinery 
of industry or commerce works without asking why it works or 
at1em]>ting to trace the cavisal connection between the functioning 
of diflerent parts of the machine. The students of economic science, 
on the other hand, specialize in just this task of finding out the “ how 
and the wliy ” Hut it is obvious that there should be close co-opera¬ 
tion between the practical mart and the theoretical man, if economic 
science is to he in close touch with reality and not a mere collection 
of barren theories. 

Tt is in no narrow spirit that the study of the economic problems 
of Hengal is here undertaken. Our objects may be summarised as 
“ the encouragement of the study, practical and theoretical, of the 
probh,‘ms that besir oh the well-being of India and in particular of 
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Bengal.” The application of economic theory to Indian conditions 
is a task requiring great judgment. Just because the East is so 
profoundly different from the West, for the very reason that India 
is at such a different stage of economic growth from that reached in 
Europe, it is plain that India's problems are in many cases new 
problems and cannot be solved by a simple and uncritical imitation 
of the methods and policies of other countries. Economic scieiu^e is 
a comparatively new study even in Europe. However well founded 
may be the theorems and generalizations of its abstract analysis, they 
need to be applied with the utmost discrimination to the changing 
conditions of concrete affairs. In India there is not only a need for 
careful modification of those theorems and generalizations, but above 
all for a thorough survey of the concrete conditions to which they 
are to be applied. 

It follows from this tliat local “ spade work ” is one of the most 
important tasks—jierhaps the most important task - of the economist 
in India. The material for a better knowltnlge of Indian economic 
problems lies, however, for the most part outside the sphere of 
written documents. It consists of the multitude of facts that go to 
make up the lives of the different classes of the community in so far 
as they bear upon economic activities. Ihese facts may often 
appear small and commonplace in themselves, but they are the indis¬ 
pensable material for the solution of great problems. In a great 
country such as India, with its variety of physical conditions and 
social and economic customs, broad and vague generali/afions can 
only give place to accurate scientific statement as the result ol a 
car(‘ful survey, district by district, and a subsequent comparison of 
result. Such a survey doi‘s indeed exist in a very elenumtar} form 
in the Gazetteers prepared by Government. But they need to be 
largely supplemented. It is to be hoped that this journal might 
contribute both to the discussion of the methods of economic and 
social research and to their applica^tion to Indian conditions 

Jivery year the Government departments are sending forth an 
enormous number of volumes full of all kinds of statistics and infor¬ 
mation of the highest value. But this priceless material has yet to 
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be digested and worked upon. It is one aim of the present journal 
to digest and make readily available some of this mass of information. 
Again, annually, we hope to devote some pages to a study of the 
Indian economic legislation of each year. 

The journal will also contain reviews of notices of current 
economic literature by means of which students may be kept in touch 
with the new publications on their subject. 

Such are some of the main features of our programme. We 
know that it is an ambitious programme, for it is no light matter 
to take up the task of economic study and guidance on such a scale 
We can only assure our readers that we fully appreciate the many 
difficulties in our way, and that had we not been assured of the 
help and co-operation of many able supporters and contributors we 
should never have undertaken our arduous task. 



BENGAL ECONOMIC ASSOCIATION. 
INAUGURAL MEETING. 


A MEETING to inaugurate the Bengal Economic Association was held 
at the Dalhousie Institute on 9th February, 1916. His Excellency 
Lord Carmichael, the first President of this Association, presided. 

In opening the proceedings His Excellency said :— 

“We are met here this evening to inaugurate the Bengal 
Economic Association You have a leaflet in your hands which sets 
forth shortly the objects of the Association and gives the names of its 
first President and of those who will be proposed as its first Council 
Your presence is in itself, I think, sufficient proof that the society will 
arouse interest and will meet a need. Professor Hamilton, in an 
article which you probably read in the newspapers and which I think 
you have, briefly summarized the objects of the Association as ‘ the 
encouragement of the study, both practical and theoretical, of the 
problems that bear upon the wellbeing of India, and in particular 
of Bengal.’ 

“ Every day people realize more that economic problems must 
receive greater attention in India from those who are interested in 
her welfare. Anyone who thinks about such things at all feels this 
That the Government of India feels it we may conclude from the fact 
that it has founded the three University Chairs of Political Economy 
to which Professor Hamilton has referred. It is nothing to be 
surprised at if, with the spread of Western knowledge here, 
a desire has sprung up to adopt Western methods at once 
or to apply Western theories to India. If theories are 
sound they are sound everywhere, but they must be applied to 
facts differently, according as facts differ in different places, and it 
needs very little experience to convince us that^ the facts in India 
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are very different from those in Europe or in America where, for 
the most part, economists have made their observations. Not only, 
as Professor Hamilton points out, is the East in a different stage of 
economic progress to that in which the West was when the economic 
theories were worked out and applied there, but there are factors 
here which never did exist in tlie West and some of which are 
among the most powerful forces which influence conduct. This being 
so generalizations founded cm Western experience may not always 
be a safe guide here, and certainly cannot be so except to persons who 
are thoroughly familiar with all the relevant facts both here and 
in the countries where the generalizations were formed. One of the 
aims of this Association will be to make a thorough survey of concrete 
c'ouditions in India. 1 can vouch from my own experience for the 
difticulty which confronts anyone who tries to obtain accurate know¬ 
ledge of economic conditions here, knowledge such as miist be in the 
possession of anyone who hopes to ameliorate the condition of India. 
1 think we must all admit that the condition of India requires much 
amelioration, even if only in the interests of those who at present 
make some considerable profit for themselves here. 

“ 1, perhaps naturally, look at things from the point of view 
of the Government and of the British administration. From that 
point of view I feel most strongly that much is wanted to help us in 
guiding development, and I long for a more general grasping of 
economic facts, a knowledge of which alone can help us to meet some 
of the most crying needs of this country. British administration 
has brought peace to a land which sufl'ered cruelly from warfare, and 
has greatly increased the sense of security of person and of property; 
but, after all, such work can only be compared to the clearing of the 
ground for the foundations of a building. Without peace and 
security the advance of a people is impossible, but if peace and 
security alone were the ultimate objects of British administration in 
India we should have little claim to gratitude from future genera¬ 
tions of Indians. The work of assisting to build up the political and 
economic prosperity of the country lies before us, and it is impossible 
to hope for rap'id success, or indeed for real success of any kind, 
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unless we study the facts peculiar to the country. The work done 
by early British administrators in this direction was good. I would 
instance the work of men like Buchanan-Hamilton, both in Hindus- 
than and in South India, Kirpatrick in Nepal, and a host of others. 
Lord Mayo was fully alive to the necessity for accurate statistics 
and it was he who in 1869 cho.se the late Sir William Wilson Hunter 
to organize a statistical survey of the Indian Empire. Enquiries 
into different subjects have been carried on at various times under 
the orders of the Government of India and much valuable informa¬ 
tion has been thus obtained. Hut it needs to be brought together 
and duly arranged and, as Professor Hamilton has pointed out, far 
more information is yet needed about the multitude of facts which go 
to make up the lives of the different classes of the community in so 
far as they beirt’ on economic activities. 

“ A good many University students are now devoting their time 
to economics. These may, 1 hope, find a welcome field for their 
labour in the investigation of these facts There is an ever increas¬ 
ing body of men who give some —often a large—part of tludr scanty 
leisure to the study of Indian economics. The As.sociation will by its 
library and in its journal provide the.se men not only with new 
material but also, in a properly classified form, with such published 
material as is available in books and Government reports. In this 
connection I have been asked to tell you that the Gommittee of the 
Buchan Memorial Fund have asked if they may present the As.socia¬ 
tion with a small library of books on Co-operation. Those of you who 
know of Mr. Buchan’s work as Registrar of Co-operative Societies 
in Bengal will appreciate this wish of the Memorial Fund Committee 
and I feel sure that 1 may, on behalf of the Association, gratefidlv 
‘accept the offer. The Association will succeed in proportion as it is 
able to bring those who specialize in economic studies, and who form 
theories as the result of their studies, into touch with those who^ 
business it is to make industry and commerce efficient and who may 
get practical help by studying the theories which others have worked 
out. Tt was Colbert, I think, who first said, or at any rate who first 
wrote, that the most precious thing which a State po.sses.ses is the 
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labour of its people. That precious possession we in Bengal have 
in plenty and we shall fail in our duty if we do not do our best, 
whether we be officials or non-officials, to make good use of it As 
Governor I, perhaps, as fully as anyone, realize how much our success 
in practise must depend on the extent and accuracy of our knowledge, 
and that is why I, as Governor, am glad to be the first President of 
an Association which aims at adding to our knowledge and at making 
it available to practical men.” 

Professor C. J. Hamilton in putting forward the objects for 
which the Association was being started and the means by which it 
was hoped to secure the welfare of India, said :— 

The Association which we are here to inaugurate, and of which 
Your Excellency has been so kind as to be the first President, is 
intended to stimulate interest in, and to promote the advancement 
of, economic science in India. There is little need to lay stress on the 
practical importance of this study. It is in the first place of the 
utmost importance to the Government. The greatest change in 
policy that has occurred in the last two decades in Great Britain has 
been the final abandonment of the old theory that the sphere of State 
action should be limited to the maintenance of peace, order and the 
fulfilment of contracts. Since 1906 Parliament has been occupied 
with a succession of important measures having as their object the 
improvement of the economic condition of the people. The charac¬ 
teristic feature of these measures is the acceptance by the State of 
the primary responsibilities of finance and administration. 

It is a safe prophecy that one of the certain consequences of 
the present war will be the extension of the sphere of State action 
in economic affairs in Great Britain. The point that I would 
emphasize is that every one of these departures in respect of economic 
polity involves issues in which it is of the highest importance to 
decide different economic problems correctly. In India the Govern¬ 
ment has, speaking broadly, hitherto confined itself more strictly 
within the limits of action set by the principles of laissez faire. It 
is inevitable, however, that here, as in other countries, the* State 
should extend its action for the purpose of stimulating and directing 
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the eooDomic development of the country. But while one may sub¬ 
scribe to this general principle any attempt to give it effect must at 
once raise questions that can only be solved by the use of accurate 
economic analysis applied to a thorough knowledge of concrete 
conditions. 

If the progress of economic science in India is desirable in the 
interests of the Government, it is none the less so in the interests of 
the governed. The ambitions that fill the minds of the younger 
generation of Indians may almost all be said to involve, directly or 
indirectly, hopes that depend lor fulfilment on economic considera¬ 
tions. Even in India public opinion is a powerful influence. If the 
ambitions of the Indian people are to be realized, and realized in part 
through the instrumentality of public opinion, nothing is more 
necessary to the ultimate wellbeing of the country than that these 
ambitions and this public opinion should be in harmony with facts 
Economic heresies are extraordinarily tenacious of life Moreover, 
like many other heresies, they are sometimes found to contain a 
measure of truth It is only by examining them in a thorough and 
scientific way that the heresy may be made harmless or the truth 
freely admitted If sound economic knowledge is thus a condition 
of well directed activity on the part of the State and of a healthj 
and hopeful exercise of public opinion, by what means can this Asso 
ciation advance such knowledge < In the first place it can promote 
local research In a speech which Sir Theodore Morrison made 
when he was last in India he laid stress on the enormous field a1 
present unworked in this direction Little is as yet known or at 
least available in scientific form I would suggest as a very good 
illustration of the problems which can only be solved by a patient 
comparative study of local conditions the question of the connection 
between the various forms of land tenure and the economic cultiva¬ 
tion of the soil It is my intention to enlist the help of University 
students, of junior civilians, and otliers who are resident in the 
mofussil, for the purpose of undertaking careful statistical surveys 
of different districts. These studies may then be compared and the 
result published in the Bengal Economic JoutmI.' Another task 
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that lies before the Association is to get those with the requisite 
expert and practical knowledge to make a study of the morphology 
of Indian industry and commerce. A valuable paper was recently 
read before the Society of Arts by Mr. C. C. McLeod on the Indian 
jute industry. I hope in the future that leaders of commerce or 
industry will prepare equally valuable papers on the industries or 
the commercial organization of Bengal and deliver them before 
meetings of this Association. I would emphasize the good that, in 
this connection, can be done by the Association in bringing together 
the theoretical economist and the practical business man. The latter 
knows the facts. He is also, probably, the best judge of the practical 
value of ideas. But he can obtain from the theorist suggestions as 
to what things within his knowledge are of most importance in 
relation to other things that are not within his knowledge. I will 
now turn to the way in which I hope the Association will help the 
students of economics, of whom there are a growing number at the 
University and the various colleges. There are within the area 
administered by the Calcutta University, some twenty colleges in 
which a Professor of Economics is in charge of a body of students. 
But there is no means by which either the professor or his students 
may be kept in touch with the newest books, or the various reports 
of Government upon economic subjects. I hope the journal of the 
Association will find its way into every college library and supply 
this need. Again for students of Indian economics, whether 
students of colleges or not, there is at present no satisfactory library. 
The Association hopes to build up such a library to be used for 
reference by its members. If I have shown that there is much that 
the Association can do, may I also say that the measure of its useful- 
mess depends on the amount of energy it can inspire and on the 
amount of financial support it can win. 

The Hon’ble Mr. F. H. Stewart moved that the meeting approved 
of the objects which had been placed before them, and that by this 
resolution they formed the Bengal Economic Association for the 
purpose of carrying out those objects. He said that although he 
was not very conversant with the subject of economics it was a very 
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engrossing and valuable branch of study which was daily growing 
of greater inoiportance. He could not think of any better mode of 
fostering and encouraging the welfare of the country than by 
inaugurating this Association. 

Sir Rajendranath Mookerjee in seconding the resolution 
observed : “ I have much pleasure in seconding the resolution moved 
by the Hon’ble Mr. Stewart. We are just now at the beginning of an 
Industrial evolution and the steady development of our industries 
must be guided by economic principles. The inauguration of the 
Bengal Economic Association (5ould not have taken place at a more 
opportune moment and under the able guidance of Professor 
Hamilton such an Institution will impart the necessary economic 
knowledge to enable our young men to be successful in their efforts to 
develop our industries. I have pleasure in formally seconding the 
resolution founding the Bengal Economic Association.” The 
resolution was carried by acclamation. 

On the motion of Professor Hamilton the following gentlemen 
were elected to form the first council of the Bengal Economic 
Association:— 

President: His Excellency Lord Carmichael. Council: Maha- 
rajadhiraj Bahadur of Burdwan, the Hon ble Mr. A. Birkmyre, 
the Hon’ble Mr. E. H. Bray, Mr. Abdy Collins, Professor J. C. 
Coyajee, Mr. K. L. Datta, Professor C. J. Hamilton, Mr. H. Harris, 
Mr. W. J. K. Hegarty, Professor E. A. Horne, the Hon’ble Raja 
Reshee Case Law, Mr. R. U. Mehta, C.I.E., Rai J. M. Mitra, Bahadur, 
Sir Rajendranath Mookerjee, the Hon'ble Sir Ashutosh Mookerjee, 
Kt., C.S.I., the Hon’ble Dr. D. P. Sarvadhikary, Professor S. C. Ray 
Mr. G. F. Shirras, the Hon’ble Mr. F. H. Stewart, Mr. N. H. Y. 
Warren and Professor T. T. Williams. 



THE EFFECT OF POVERTY ON THE PUBLIC 
HEALTH IN INDIA. 

Many years ago Dr. Farr was able to prove after eliminating 
disturbing causes by an instructive statistical device, that the 
mortality in London during the seventeenth and eighteenth centuries 
was eight per cent, greater in years of dear corn than in years 
of cheap corn. Marshall, remarking on this phenomenon, 
observes:— 

“ In England now want of food is scarcely ever the cause of 
death; but it is a frequent cause of that general weakening 
of the system which renders it unable to resist 
disease.'* 

This view is supported by a considerable amount of evidence which 
shows that the prevalence of disease and the rate of mortality in 
England often varies in proportion with economic pressure. For 
example Mr. Charles Booth, who has carefully studied conditions in 
London, found that the rates of mortality in 27 districts of the city 
were generally in the order of their poverty. And Mr. George Haw 
using overcrowding as an index of poverty, has compiled the 
following table on the three St. George’s parishes (London 
parishes):— 



Percentage of 

Death-rate 


Population 

Overcrowded. 

per 1,000. 

St. Geoi j^je’s West 

10 

13-2 

St. Georf^e’s South 

.35 

2.3*7 

St. George’s East 

40 

26*4 


Recently Drs. Newsholme and Stevenson also have worked out the 
death-rates of 1903 for the population of London by groups, group 
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one being the poorest, group six 


Variation of Dmth-ratt with JScononut Condition** 
in London, 190S. 



Crude 

Corrected 


death-rate 

death-rate 


per mille. 

pei mille. 

Group 1 (poorest) 

... 18*4 

191 

„ 2 

14 4 

15*0 

3 

... 14 ti 

1.V3 

„ 4 

. \2'\ 

12-7 

M 6 

.. 14-8 

jr>T> 

„ 0 (riohest) 

130 

14 0 


his observations which is given 
statement:— 


richest (the test of riches and 

poverty being in this case the 
proportion of servants kept). 
Their figures both for the 
crude and corrected rates are 
given in the margin. Rown- 
tree’s investigations among the 
working classes in the city of 
York, point to a similar con¬ 
clusion, as may be seen from 
the brief epitome of some of 
in the form of a tabular 


Economic (Conditions and Mortality among the Working 
Classes in the City of York. 


. 

Aiea No. 1 
Poorest class of 
Workers. | 
Population 
6,803 

Area No. 2 
Middle class of 
Workers 
Population 
9,945. 

Area No 3 
Highest class of 
Workers. 
Population 
5,336. 

City of 
York. 

H!coiioinic con<litioii. 

Birth-rate per 1,000 of 
the population 

69 3 per cent 
suffering fioin 
poverty, 

39-83 

37*0 [KM cent 
suffeiing from 
poverty 

40-82 

Nr)ne suffering 
j from po\ erty. 

•29 00 

30 0 

Death-rate per 1,000 of 
the population . . 

27 78 

20-71 

13 49 

18-5 

Mortality of children 
under 6 years of age 
per 1,000 of all ages 
living 

13-96 

10 50 

6-00 

7-37 

Death-rate of persons 
above 6 years of age 
per 1,000 living ... 

13-8 

10-3 

* 

7-5 

I 

11-1 

Infantile mortality* 
per 1,000 births ... 

247 

184 

173 

176 


*The infftntile mortality among the servant-keeping olasses of the York populatiaii^ 
aMoertatned for the sake of oomparieon was found to be only 94 per 1,000 births 
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In the case of York City it will be observed that the mortality rate 
of an area in which nearly 70 per cent, of the population were suffer¬ 
ing from poverty was almost exactly double that of another working 
class area where there was no apparent poverty. The facts recorded 
above appear to show that in highly civilized countries mortality 
rates are greatly influenced by economic conditions. Among more 
primitive peoples the influence of economic conditions upon the 
public health is still more marked as may be seen from the case of 
Bombay City which affords a striking example of the close relation 
discernible in India between economic conditions and mortality. A 
comparison of the annual death-rates of Bombay from 1872 to 1906 
with the range of prices of the principal food grains for the cor¬ 
responding period gives a remarkable series of correlations, which 

seem to indicate that in that 
city deaths tend to increase in 
number as the price of food 
advances. To properly inter¬ 
pret a correlation of this kind 
it is necessary to have some 
knowledge of the economic 
life of the people who compose the mass of the population concerned. 
It is in this connexion that much original investigation is required in 
India. In the case of Bombay the author attempted some years ago 
to get together a few facts bearing upon the economic condition of the 
people. Unfortunately very little information was available and in 
the limited time at his disposal it was impossible to do very much in 
the way of original investigation in this direction. But attention 
may be called to the following facts relating to conditions among 
thp working classes in Bombay City. 

Wages .—^Among workers in Bombay, mill-hands are usually 
supposed to be exceeding well off, but according to the Bombay 
Gazetteer the average earnings of workers in the spinning and weav¬ 
ing mills is only Rs. 13 per mensem. Men earn Rs. 14 to Rs. 30 a 
month, women Rs. 74 to 9 and children Rs. 5 to 7. The rate of pay 
of the general labourer varies greatly according to the class of work 


0o-effioient8 of Correlation between 
Bombay Death-rates and 


Prioe of Rioe ... ... ... +’b2 

„ „ Bajri ... .. +*07 

H „ Jawar ... ... . . + •7«'> 

„ „ Wheat ... ... ... •f79 

Average price of the four food grainn . . -I- ’73 
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performed. Coolies employed in heavy work, loading and unloading 
ships, coaling vessels, etc., may earn as much as from annas 12 to 
Re. 1 per day; coolies employed on earthwork earn from 6 to 8 annas 
for men and from 4 to 7 annas for women; those engaged in carrying 
parcels, etc., earn about 5 annas a day. Municipal biggaries receive 
Rs. 11 a month, male sweepers about Rs. 10 or 11 and female sweepers 
about Rs. 6. Skilled workmen such as masons and carpenters get an 
average of about Re. 1 per working day; and smiths, fitters and 
machinemen from Rs. 20 to Rs. 36 per mensem. Grooms and coach¬ 
men generally get about Rs 12 a month and boatmen and laskars 
from Rs. 12 to Rs. 15. Domestic servants usually receive either 
Rs. 3 to Rs. 6 a month and their food or Rs. 9 to 12 without food, but 
better class servants are paid as much as Rs. 20 and upwards a 
month. Office peons, chowkidars and messengers usually get from 
Rs. 10 to Rs. 12 a month and their clothes, and railway porters 
Rs. 16. Street hawkers of fruit and food usually earn from annas 
4, a day up to Rs. 20 a month. The pay of the native clerks and 
shop assistants varies from Rs. 25 to Rs. 50 and among the more 
highly paid from Rs. 75 to Rs. 120. 

Rent .—One of the heaviest items of expenditure in the domestic 
budget of workers in Bombay is house-rent. About 85 per cent, of 
the population lives in tenements of only one room and among these 
a large proportion are forced to share their quarters with others. 
At the Census in 1901, 284,244 people or more than one-third of the 
total population were found to be sharing rooms with from 5 to 20 
or more other persons and 434,406 lived in single rooms occupied by 
froip 1 to 5 people. The cause of this extraordinary overcrowding 
is the high rent, which makes it impossible for a large proportion of 
the wage earning classes to hire a room to themselves; and the 
majority of these people live huddled together in large buildings 
composed of one-roomed tenements which are known in Bombay as 
ehawls. The average rent of a room in a chawl is Rs. 6 a month, but 
in the more crowded portion of the City such as B. and C. Wards it 
rises as high as Rs. 6-8 per mensem. Tn the northern part of the 
island it averages from Rs. 3 to Rs. 4-4 per mensem.* 
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]u addition the family spent alxnit Re. 1 per month on tobacco, 
the man and working youth smoking from 8 to 12 biddis a day. 
The barber was i)aid 4 annas per head each month, or a total of 
12 annas The total expenditure on necessaries, excluding rent and 
clothes, was about Rs. 14-8 a month. In this case the man explained 
that as he could not afford to keep his wife in Bombay she remained 
at home in her father’s house Occasionally her husband sent her 
Rs. 5, but to do this he had to borrow and was getting deeper in debt. 
These figures help to explain the appalling overcrowding in 
Bombay; for it is clear that when the majority of workers have paid 
for their food and c lothes and the few luxuries in which they indulge, 
such as tobacco and an occasional drink of toddy or liquor, they have 
little or nothing lelt, and under these circumstances they cannot 
afford to hire a single room to themselves. 

Indebtedness -A very large proportion of the population of 
Bombay, particularly those belonging to the working classes, exist 
in a chronic state of indebtedness; and of this there are two kinds :— 
(a) Debts contracted in their country usually in the form of 
a mortgage on land. 

(b) Debts contracted Icwally with lianias and others in 
Bombay. 

Indebtedness of the first class is responsible for bringing large 
numbers of workers to the City in search of employment Debts 
of this nature generally range from Rs. 100 to Rs 1,000 or more, 
upon which interest at the rate of from 10 per cent to 12 per cent, 
is charged. In many cases holders of indebted land appear to have 
passed their land on to others, who cultivate it and pay the interest, 
the original holder retaining nothing but a lien on the land in the 
hope of some day resuming it Local indebtedness is due to another 
cause. Usually people coming to Bombay in search of work are 
compelled to borrow from friends or relatives or to obtain goods on 
credit from Banias If a man loses his employment, through illness 
or otherwise, he speedily falls into debt. It is no uncommon thing 
to find that men earning from Rs 10 to 12 or Rs. 16 per month are iii 
debt to a Bania fcff as much as Rs, 60 or more. 
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The impelling motive that brings many workers into the 
City is the necessity for earning money to remit to their homes, 
either for the support of relations or • for the payment of 
debts or both. Thus it happens that the average llombay 
labourer can count upon spending only a portion of his earnings 
upon himself. It is no uneominon thing for men, who have left their 
families at home, to remit a considerable amount of tlieir w^ages each 
month to their native village. Masons from the Poona District 
earning Re. 1 a day wall sometimes send as much as Rs. 15 to their 
country each month and many workers regularly remit Rs. 5 to 10 
at longer intervals But in many c*ases they Hnd it necessary to 
borrow the money which they remit, and as a rule only those without 
incumbrances in the form of wite and children, lan remit money 
regularly. 

As the worker in Bombay has to s])end a very large proportion of 
his earnings upon food and fuel it is clear that tJ)e fluctuations in 
the prices of the (diief necessaries of life must affect him very greatly; 
and the larger the number dependcmt upon the wages of one worker 
the greater will be the effect of such changes. A single man without 
encumbrances earning from Rs V2 to Rs. 15 a month will only spend 
from one-third to half of his wages on food; and he has a margin of 
income to prevent him feeling the pinch, as far as the restriction of 
diet is concerned, should a rise in prices oi’ as much as 25 or 33 per 
cent, occur; and even if prices were to double then* would still be* no 
necessity for him to go short of food But it is (|uite otherwise with 
the labourer on whom a wife and family are dependent. Bven at 
the best of times the vast majority of poorer households in Bombay 
are only just able to obtain necessary shelter, clothing and food aud 
they are often forced into debt to do this, especially when the 
purchase of new clothes, the ocrurrence of a birtlj or death or some 
other need arises for expenditure of an unusual nature. In this 
manner many thousands of the working classes in Bombay, among 
both casual labourers and those in regular employm(*nt, are forced to 
live from hand to mouth, taking their ordinary meagre diet of rice 
or bajri when they have money or can borrow and going short from 
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axi epidemic. Thus the first curve reached its greatest height 
in 1869, the second in 1879, the third in 1887, the fourth in 1892» 
the fifth 1897, the sixth in 1900 and the seventh in 1908. This 
sequence carried out with such regularity can scarcely be 
accidental. Also there is evidently more than mere relation to 
prices, for that the epidemic should always occur at the culmi¬ 
nating point strongly suggests that it occurred when in a period 
of drought and scarcity a heavy monsoon fell. This would 
then both cause fever and, by giving good crops, lower 
prices.’" 

An interesting correlation between prices and fever mortality was 
discovered when the total deaths occurring in October and November 
of each year since 1868 were compared with the prices of wheat for 
the corresponding years. In this case the co-efficient of correlation 
worked out at +‘61. 

As a result of these and other observations Christophers was led 
to draw the following important conclusion regarding the general 
determining causes of epidemics:— 

“There seems very little doubt that the two factors, rainfall and 
scarcity, are the determining causes of the epidemic malaria 
seen in the Punjab. Broadly speaking until plague appeared 
malaria must have been the main agent which brought to a head 
in actual mortality the effects produced by the great economic 
stresses. lust as in famines malaria cannot act until nature is 
about to bring them to an end, so there can be little doubt that 
the effects of scarcity are to a large extent held over until the 
appearance of the first heavy monsoon. Then though the effect 
of the rain is to reap a harvest of deaths the period of stress is 
brought to an end.” 

Very similar views to those of Christophers have been expressed 
more recently by another worker on malaria Major A. B. Fry, I.M.S. 
In a recent report this observer states :— 

“That a large amount of mortality is only indirectly due to malaria 
and depends chiefly on economic conditions I firmly believe.” 

And in another paragraph dealing with conditions in Ohota 
Nagpur he points out that:— 

“ The economic (‘ondition favours mortality. There is no district in 
India where labour is so cheap or wages so low and the people 
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live on the brink of soanuty. I am told that they spend much 
money on drink and iiuish their store of rice and exist on roots, 
etc., until a new <Top is ready. . . . The attached chart 

No. 15 shows that mortality is very largely affected by economic 
conditions. The abnormal rise of food prices in 1908 caused a 
very heavy mortality.” 

The chart referred to in the above passage points to a marked 
correlation between number of deaths recorded each year and the 
average price of rice for the corresponding period and the oo-efficient 
of correlation is found to be + 74. On turning to Bengal proper 
there appears at first sight to be less evidence of a connexion between 
economic conditions and the state of the public health, for it is only 
rarely that a correlation can be traced in this province between prices 
of food grains and mortality. But when we take as an index of 
relative prosperity figures relating to agricultural conditions, viz., 
the published estimates of district crop outturns, and the proportions 
of current fallows and cultivable waste land a correlation is seen to 
exist between them and the recorded mortality returns. The correla¬ 
tion between fallows and the mortality rate is a positive one, which 
suggests that deaths tend to be numerous where fallows are common; 
but the correlation between death-rates and "rop outturns is a 

Oo'effioientB of correlation lietweeii fallow« and • negative One, and is marked 
Mean mortality rate, 1901 to 1911 —*37 

Mean mortality rate of ohildren under 
lOe 1901 to 1911 —-33 

Co-efiioienta of correlation between crop outtuinB 
and : 

Mean mortality rate, 1901 to 1911 —%'50 

Mean mortality rate of children under 

10, 1901 to 1911 ... —*01 

that unfavourable agricultural conditions tend to be accom¬ 
panied by an increase of mortality. This view is further supported 
by a comparison of the death returns and crop outturns of certain 
districts for a series of years. For example the annual death-rate 
of the Burdwan district seems to be influenced by the character of 
the preceding harvest of winter rice as may be seen from the data 
given below, which show that generally speaking when the harvest 
is ^ood th^ d^th-rate tends to be relatively low during the following 


when the death-rate among 
young children under 10 is 
considered. The co-efficients 
of the correlation referred 
to are given in the margin. 
These facts seem to show 
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year, whereas a poor harvest is usually followed by increased 
mortality:— 


VMr. 


Mortality during Ut 

Katimatod outturn of 



BIX months. 

winter rioe. 

1893 


... 16,693 

56 per cent of normal 

1894 


... 24,360 

100 ,, if ff 

1896 


... 21 ,.607 

07 ft ff ff ff 

1896 


... 31,0.37 

d7 ) ) y ) ff ff 

1897 


... 23,443 

4-8 f, ff ff ft 

1898 


... 14,890 

1^5 ff ft ft ff 

1899 


... 16.310 

126 ff ff ff ff 

1900 


... 19,400 

05 ff ff ff ff 

1901 


... 22,3.66 

77 ff ff ff ff 

1902 


... 24,631 

67 ff ff ft ff 

1903 


... 27,218 

76 ff ff ff ^ff 

1904 


... 20.689 

66 ff ff ff ft 

1906 


... 28,166 

72 ff ff ff ff 

1900 


... 27,261 

07 ff ff ff ff 

1907 


... 30,851 

73 f, ff ff ff 

1908 


... 47,883 

47 ff ff ff ff 

1909 

.. 

.. 20,699 

83 ff ff ff ff 

1910 


.. 18,932 

87 ,, ff ff ff 

1911 


... 19,936 

102 ,, ,, ff ff 

1912 


... 22,608 

85 ff ff ff ff 

Mean standard deviation. 



In this case the co-efficient of correlation between harvests and 
the deaths of the first six months of the year is - 62. The 
co-efficient of correlation between the mortality during the first six 
months of each year since 1901 and the outturn of winter rice is 
— *78 in the case of Birbhum also. But in working this out some 
allowance has to be made for the effect of a growing population upon 
the recorded mortality, a correction almost unnecessary in the case 
of Burdwan with its stationary population. Faridpur district 
affords a further example of the close connexion that exists in Bengal 
between unfavourable agricultural conditions and increased mor¬ 
tality. Faridpur is very densely populated and the proportion of 
culturable land remaining waste in each locality gives a fair idea of 
tjie relative fertility of the soil and when the death-rate of each thana 















Ck>*ttffioient8 of correlation between Distriot Fever 
Indioes and-— 


(1) Proportion of total area oultivated 

(2) Proportion of oulturable area culti¬ 

vated 

(3) Proportion of oultivated aroa imder 

non-food crops 

(4) Proportion of current follows 

(5) Crop outturn, percentage below 

normal 


—•30 

—*51 

— 41 
+ •50 

+ •05 
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is oompared with the percentage of culturable waste land there a 
high positive correlation is observable between them, the co-efiioient of 
correlation being +-G2. This fact suggests that mortality rates 
tend to be relatively low on fertile soil and to increase as fertility 
of the soil diminishes. 

Smne connexion exists also between the prevalence of malarial 

disease and the state of culti¬ 
vation, the quality of the soil 
and the character of the har¬ 
vests. This shown by the co¬ 
efficients of correlation in 
the marginal table, which 
indicate that fever indioes 
throughout Bengal tend on the one hand to be lowest in the most 
widely cultivated districts, where a considerable amount of the land 
is devoted to non-food crops, and on the other hand to be highest in 
areas in which harvests have been comparatively poor and where 
exhaustion of the soil necessitates frequent fallows. Moreover, this 
correlation is maintained in the case of comparatively small areas. 
A comparison of the fever and spleen indices of the various thanas 
in Faridpur district for example, with data relating to agriculture 
shows that malaria tends to be least prevalent in thanas that are 
widely cultivated, and most prevalent in those with a large proportion 
of fallows. The co-efficients of correlation are given in the 

margin, and it may be re¬ 
marked that they would be 
much higher but for one 
thawi, which is the only ex¬ 
ception to the above rule. 
Although the facts just 
mentioned, especially those relating to poor harvests and disease, 
suggest that economic factors may exert a very great influence upon 
the public health of Bengal, there is so little data available at present 
regarding the economic life of the mass of the population, that it is 
only possible to speculate upon the manner in which these factors 


FaKIDFITR I hSTRlOT 
Correlations between — 


(1) Proportion of oulturable 

area oultivated 

(2) Proportion of fallow .. 


Thaiia 

Fever 

indices. 

-•57 
+ 65 


Thana 

Hpleen 

indices. 

—•64 
+ •46 
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work. We have no definite knowledge for example as to the actual 
income of the vast proportion of the cultivating classes, neither do 
we know what their expenditure is, and what proportion is spent on 
food, clothing or other necessaries. Experience has shown that in 
Bengal it is exceedingly difficult to obtain information regarding the 
domestic budgets of any class of the community and it is doubly hard 
in the case of rural population. And conditions in Bengal are 
peculiar, differing often very greatly from those in other parts of 
India. For instance, in the rural areas in Bengal indebtedness 
among the cultivating classes is a sign of prosperity—the poor being 
absolutely unable to get into debt, for no one will trust them, whereas 
those possessing property, unless they themselves are mahajans 
(money-lenders), appear to think that credit and the ability to borrow 
money is an asset which must always be realized to the full. 

The facts recorded above point to the following conclusions: 

It has been shown by observations in four different provinces 
of India that there is a remarkable correlation between the health of 
the population and their economic condition What the exact inter¬ 
pretation of this correlation may be, cannot as yet be stated, in view 
of the meagre data available. This being so, in order to supply the 
information lacking further research is urgently required; and as 
much of this research can only be undertaken by trained economists 
there is a very wide field for original work in this direction. Finally 
the importance to medical research of the observations recorded in 
the foregoing pages may be emphasized. And it may be pointed out 
that a proper study of the bionomics of man, of which economics is 
an important branch, is as necessary to those engaged in investigating 
the epidemiology of malaria, plague and kindred diseases as a study 
of the bionomics of the parasites producing these diseases or of their 
alternative hosts. 


C. A. BENTLEY. 



THE ECONOMIC DEVELOPMENT OF JAPAN. 


JAPAN is the economic “wonder-child” of modern nations, the 
infant prodigy of the East. In little more than half a century she 
has passed from a condition of primitive and unprogressive 
medisevalism to the adoption of the principal ideas, methods and 
institutions characteristic of the modern Western world. 

In other countries there have been periods of “ industrial revolu¬ 
tion ” when the volume and character of industry progressed by 
leaps and bounds It was so in Great Britain between 1760 and 
1840 Germany since 1870 has had something of the same 
experience. 

But behind these periods of rapid expansion there lay centuries 
of slow growth wherein the technique of commerce and business 
organization was gradually worked out. 

Japan has in the short space since 1854, and more particularly 
since 1894, superimposed the structure of modern industrial and 
commercial enterprise upon a past that not only knew nothing of 
these things but was markedly alien to the spirit of Western life and 
Western economic conditions 

In 1863, Japan was in theory an absolute monarchy. In prac 
tice there prevailed a harsh feudalism which gave the real power to 
the chief barons and put a premium on fighting as the principal 
occupation of the honourable classes. Intercourse with the outside 
world was strenuously resisted Foreign commerce was confined to 
the privileged dealings of a few merchants at the port of Nagasaki. 
Internal trade was kept at a minimum by the lack of means of com¬ 
munication and the absence of manufacture on a large scale. The 
methods of production had nowhere emerged from the handicraft 
stage and even so labour was wholly occupied with the supply of the 
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necessaries of life for the mass of the population with the exception 
of the artists and craftsmen collected round the courts of the nobles 
and the temples of the priests. There was no accumulation of 
capital and little surplus produce for export. 

It is difficult to picture the greatness of the change that has 
taken place in the life-time of not a very old man. In place of an 
effete feudalism there has been established a modem democracy ruled 
by a Parliament dependent on a wide suffrage. Instead of almost 
universal illiteracy there is universal compulsory education. In the 
year 1011-12 of every 100 boys of elementary school age 98-81 per 
cent, were attending school and in the case of girls 97 54 per cent. 
In purely economic affairs the following figures will suggest the 
progress achieved as well as the present rapid rate of growth:— 

1. Means of communication — 


(a) Railway mileage open to traffic— 

Miles. 

1903-04 ... ... ... 4,495 

1912-13 ... ... ... 6,085* 


(6) Electric Tramways, mileage open to traffic— 

Miles. 

1903-04 ... ... ... 03 

1912-13 ... ... ... 802 


(c) Japanese Steamships, gross tonnage— 

1903-04 ... 

1912-13 ... 

2: Foreign Trade— 

1903 

1913 


Tons. 

798,240 

1,528,264 

£ 

60,600,000 

136,189,000 


yvil?.—In 1918 Foreign trade in Japan was equivalent to a value of £2-n*4 per head 
of population. In British India in the same yar it was £M*4. 


•One mile to every 8,€80 personi. 

• I Mtiah India has oite mile to 8|370 persons. 
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8 . Number of Business ('ompanies and amount of paid up 
Capital— 




Number. Value. 



£ 


1903 

9,247 88,760,000 


1913 

15,406 198,323,000 

4. Expansion of manufactures— 


(a) 

Production of Cotton Yarn- 

lbs. 


1904 

... 285,547,000 


1913 

... 671,622,000 

. 

Weaving (Silk)— 

£ 


1904 

... 5,704,787 


1913 

... 12,036,654 

(c) 

Weaving (Cotton and Silk)— 

£ 


1904 

... 1,106,917 


1913 

... 3,051,739 

id) 

Weaving (Cotton)— 

£ 


1904 

... 5,182,791 


1913 

... 16,537,723 

{e) 

Knitting— 

£ 


1904 

679,913 


1913 

... 1,484,373 

(/) 

Earthenware and T'oreelain— 

£ 


1904 

673,356 


1913 

1,767,683 

ia) 

Matches, quantity exp6rted— 

Gross. 


1004 

... 33,360,000 


1913 

... 44,009,247 
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(A) Total number of Factories employing ten workpeople 
or more— 

1904 ... ... ... 9,284 

1913 ... ... ... 16,811 

The figures here quoted refer principally to the textile industry, 
Japan’s chief branch of manufacture. They shew a general and 
rapid rate of growth which has been steady over the period referred 
to. But the figures are not exceptional and numerous instances of 
similar rates of growth might be given for other less prominent 
industries. In short, in place of the hand labour and primitive 
productive method of the old regime Japan has to-day dockyards, 
factories, and workshops fast growing in number and extent, many 
of them fitted with the very best machinery and organized on 
Western lines. 

It is little wonder that a country that has progressed so far in 
so short a time should provoke exceptional interest. Particularly 
eager is the curiosity with which the more backward countries search 
in the records of modern Japanese history for a key to the secret of 
its rapid advance. 

India especially must be interested in Japan. The great ques¬ 
tions in the economic sphere in India to-day relate to the problems 
of raising the standard of life, of increasing the volume of produc¬ 
tion, of adapting the mechanical methods of the West to the exploi¬ 
tation of the labour and raw materials of the East. These questions 
Japan, an oriental country, starting with little capital, no previous 
experience, and handicapped by the traditions of the “ dark ages,” 
has solved, or is solving, for herself. 

Can India do likewise, and, if so, by what methods ? 

It is not the purpose of this paper to examine the answers to 
these questions in detail. Rather, accepting the possibility and 
necessity of economic expansion in India, I wish to point out certain 
facts bearing on the recent economic developments in Japan that may 
surest the bearing that they have on our problems here. 

In doing so it will be well to emphasize at the outset two factors 
that are of primary importance in determining the economic position 
of a country. • 
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I.—The Physical features of Japan. 

Montesquieu in his “ Esprit des Lois ” long ago explained dif¬ 
ferences of social and political condition among the various nations 
as due primarily to the differences of climate and natural surround¬ 
ings to which they were subjected. To-day the importance of such 
differences is fully admitted but they are nevertheless often 
overlooked in popular discussion. 

Without going the length of supposing that human conditions 
are fatally determined by physical environment we must still admit 
that differences of the kind j)rofoundly influence the mental and 
physical qualities of different people. Here then is a reason for 
expecting a difference between the character of the Indian and the 
Japanese people. 

In the first place the climate is temperate or cold for the 
greater part of the year in the greater part of Japan. The average 
temperature throughout the year at Tokyo is about 57‘’F. The hot 
weather is short and even then the thermometer rarely rises above 
95«F. 

Although the Japanese are an Oriental people the classification 
is misleading if it suggests a contemplative ao opposed to an active 
temperament, the lethargy of the East as distinguished from the 
energy of the West. Everywhere in Japan one is impressed with 
the active and energetic character of the people. 

In the street the young children tumble over each other in riotous 
play. Men move briskly about their work. As a means of con¬ 
veyance few horses are used except for heavy traffic. The rickshaw 
and the hand cart are universal. The smart pace at which these 
are drawn for long distances suggests a marked contrast with the 
amount of work done by the rickshaw coolie of India. 

In the schools physical development and physicaFendurance are 
sedulously cultivated. In a word the Japanese are, speaking 
generally, a hardy, muscular, energetic people, who enjoy activity 
for its own sake, and tnis is partly to be ascribed to the nature of the 
climate. 
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In the second place Japan is remarkably well supplied with 
water in two senses. Her very long coast line and goimral geo¬ 
graphical configuration means that a large prc^rtion of the people 
live on the seacoast or within easy reach of it. This, again, means 
an abundance of fish as food of a higher nutritive value than is avail¬ 
able to the majority of the peasants of India. At the same time 
the very plentiful rainfall ensures the regular growth of food crops 
and protects the people from the risk of periodical famines. Thus 
the standard of living of the peasant class is higher in Japan than 
in India. 

Thus in two respects Japan enjoys a natural economic advantage 
over India. Her people are more active and energetic by reason of 
the more rigorous climate and she possesses a labour supply that is 
more efiicient because better fed. 

II.—The Psychological qualities of the Japanese. 

The advantages just referred to Japan has enjoyed throughout 
her history. Without them it is true the recent rapid econranic 
advance could not have been made. But they do not in themselves 
explain that advance. In seeking a further explanation attention 
must be drawn to certain well marked psychological characteristics 
of the Japanese that are of the first importance. 

They are, in the first place, extremely imitative and very 
inquisitive, if an attempt were made to contrast the Indian and 
the Japanese in this respect, I should suggest that while the Indian 
character is imitative without being inquisitive, the Japanese is 
both. The Indian is imitative in the sense that he tends to repeat 
what he has done before. He is a creature of habit and having dcme 
a thing in a certain way once he tends to do it in that way always. 
He is conservative and little alive to new impressicms. But the 
Japanese is on the look out for more than this. If he sees something 
new he wants to handle it and pull it to pieces and see how it works. 
He is essentially experimental and receptive. It is said that the 
Japanese agricultural experiment stations have little difficulty in 
getting the cultivators to interest themselves in demonstrations of 
the properties 6f U new manure or a new seed. Agriculture has been 



33 


The Economic Development of Japan 

greatly improved as the result of effort of this kind. No doubt the 
fact that primary education is universal in Japan has had a great 
effect in stimulating the readiness of the peasants to receive new 
ideas. 

While the imitativeness of the Japanese is admitted by every¬ 
one, it is commonly asserted that they are lacking in originality, in 
inventiveness. They oan copy, it is said, but they cannot create. 

It is only natural that the evidences of imitation, whether in 
respect of political institutions or economic organization, should be 
particularly prominent in a country that has deliberately set out to 
adopt Western civilization and its methods. 

That the evidence of originality is less obvious is equally to be 
expected since in all countries it is a quality that is relatively scarce 
It is probably true that neither in her art nor her literature has Japan 
shown the highest quality of creative genius The genius of the 
Japanese is primarily of a practical order On the other hand, there 
are abundant proofs that the Japanese are possessed of great powers 
of adaptation and this itself implies a certain originality. 

Another characteristic of the .Japanese nature that is of the 
highest economic importance is the gift for combination and co¬ 
operative action The importance of division of labour, implying 
also co-operation of labour, as a means to national wealth has long 
been an economic commonplace Modern .Tapanese business enter- 
prize contains ample evidence of ability to organize and combine for 
common purposes The Jap is, indeed, very like the German in his 
love for method, drill, discipline, and organization. 

This sense of order, this gift for combined action, implying 
mutual trustfulness and self-subordination, is shown in numerous 
instances in the modern industrial life of .Tapan Among her most 
notable economic achievements are the administration not only of 
her own Railway System, but of the great part of the Chinese also 
The success of her dockyards is another triumph of organization. 
The whole structure of commercial finance involves a carefully 
planned interdependence between the State, the banks, and their 
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custamers. The producers in ererjr important bmach of manoloo* 
ture are united aa members of their trade guild which exists to watch 
over and further the oonunon interests of the trade. A great part 
of Japanese export trade is carried out through the channels of large 
industrial houses such as the Mitsu Bishi which has interests rami¬ 
fying throughout the country and commands large financial 
resources. In modern large scale business, enterprise, organizing 
ability and the gift for co-operative action are essential for success 
and the Japanese are fast developing these gifts. As a simple 
object lesson one could not do better than compare the method of 
coaling a steamer adopted by the coolies at Nagasaki with that found 
in an Indian port. Within the limits of the most primitive 
appliance^ the former is a triumph of co-operation, the latter an 
example of its almost complete absence. 

A final reference must be made to the psychological qualities of 
economic importance possessed by the Japanese, namely, the qualities 
of courage and perseverance 

Every one is familiar with the tales of Japanese bravery and 
endurance in war. Those qualities are equally in evidence in the 
histctfies of the rise and growth of business undertakings in Japan. 

Their success has not been achieved in a day In numberless 
cases the present position of flourishing firms is almost entirely due 
to the long labour, the perseverance, and the self-sacrifice of the 
founders shown during the years of their eccmomic infancy. The 
histories of such men as Josiah Wedgwood and of Stevenson are well 
known in England They have many lesser known counterparts 
in modem Japan It is at once fortunate and remarkable that the 
descendants of the old feudal leaders, the men with money and social 
poritlon, have to-day turned to the spheres of industry and oom- 
MMVoe without hesitation or hindrance on the part of social q>ii!iji<m. 
They are oontributing to the Aipply of captains of industry udioae 
fnuctKRi i> to ridk their capital and personidly to devote their 
energies to ^ successful conduct of t^ir business. 

l^le referring to ibt qualities of the Japantoe character nesit 
ilRvcKirhble to ebiiinomic progress, something sfatodd periiips he said 
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of the ^uaUty so often mentioned by critics—I mean the lack of com- 
mereial morality. The fact is admitted even by the Japanese them¬ 
selves. Almost the first statement made to me by an official of the 
Departmmit of Commerce at Tokyo was one regretting the serious 
natwe of the handicap suffered by the Government in their effmrts 
to encourage export trade through the unreliability of the Japanese 
producer in respect of the quality of his goods 

One of the chief concerns of the trade guilds to which I have 
referred is with the preservation of the quality of goods produced 
by their members. 

The State itself has undertaken the responsibility in the case 
of the chief article of Japanese export—silk Every bale of silk 
must pass through the “ conditioning house ” at Yokohama there to 
be examined by Government officials and marked according to 
quality It is probable that the Government will apply similar 
measures to other articles of export 

But in the long run the Japanese can only hope to win and keep 
their markets in the world by realizing the value of business “ good 
will.” 

At present their one anxiety is to get a footing in the market 
Cheapness is always the quickest means of entry and immediate 
success is often gained regardless of the future. 

My own feeling is that this phase of Japanese commerce is 
merely a passing one It has been experienced in most manufac¬ 
turing countries, not excluding Great Britain. In time self interest 
alone, to say nothing of improved manufacturing technique, will lead 
the Jap to pay due attention to supplying commodities of sound 
quality. 

I have laid much stress upon the psychological qualities of the 
Japanese people because it is in them that the explanation of their 
economic advance is largely to be foqnd. If India'is to develop 
industrially it can only be by the application of similar qualities. 
1 do not deny that these qualities may be latent in the people of this 
country, but they need to be evoked, strengthened, developed. It 
is one of the root problems of education in India tq discover bow this 
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may be done. At present unfortunately the educational system is 
very imperfectly fulfilling its function in this respect. But that 
system itself is largely a reflection of the social customs and ideas 
of the Indian people. Those customs and ideas must first be modified 
if the ambition to achieve industrial success through Indian 
enterprise is to be attained. 

Japanese Industrial and Commercial Policy .—One of the com¬ 
monest impressions regarding commercial and industrial expansion 
in Japan is that it is largely the outcome of the fostering care of 
Government. There is a large measure of truth in this opinion. 
The Government takes an active and direct interest in promoting the 
economic progress of the country. Without its influence I believe 
that progress would have been much less. At the same time by 
emphasizing the degree to which their success has been due to the 
qualities of the people themselves I have attempted to guard against 
the suggestion that State aid has been the sole and sufficient cause. 

In a study of modern Japanese industrial history for the 
purpose of discovering the secrets of her rapid progress two periods 
may be recognized, distinguishable by the difference of the 
commercial policy adopted by the State. 

When Japan just entered the comity of nations open to the 
industrial competition of the world the immediate result that 
naturally followed was a sudden increase of imports without any 
equivalent expansion of exports. 

Those responsible for her policy saw that, unless her imports 
were to be limited to such amounts as could be paid for by exports 
of raw materials and the products of her artistic handicrafts, she 
must develop her manufactures. But Japan is not capable of sus¬ 
taining a large foreign trade on a basis of the export of raw 
materials. Like England at the period of the industrial revolution 
Japan had reached the stage when she required all the food-stuffs she 
pr^uced for her own consumption. The rapid increase of popula¬ 
tion in recent years has in fact caused Japan to become a food 
importing country. In 1885 the population of Japan proper was 
37,868,000; in 1^05 it was 47,678,000; in 1914 it was 53,566,000. 



87 


The Economic Developing of Japan 

Of raw materials for manufacture the only one of considerable 
importance is silk and this still forms the chief item in her export 
trade. It was thus early recognized that it was essential for Japan 
to become an exporter of manufactured goods. It is no exaggera¬ 
tion to say that the energies of the Government at Tokyo have been 
constantly and vigorously directed to this end from the seventies of 
the last century onwards. Her commercial policy has been mercan¬ 
tilist. She has assisted the import of raw materials, protected her 
native manufactures and stimulated their export. I have pointed 
out that the methods chosen for the furtherance of these ends are 
broadly distinguishable and fall into two periods. The first is that 
of direct State enterprise; the second is that of assistance to private 
enterprise. 

In the early seventies a beginning had to be made. There was 
no machinery, no skilled labour, no class of commercial or industrial 
organizers familiar with the technique of trade or the methods of 
manufacture. 

Under these circumstances the State started its own factories, 
of which one of the earliest examples was the Spinning Mill at 
Hiroshima. Machinery and expert workmen were brought over 
from Europe as well as samples of goods for manufacture. 

It is a striking fact that within a few years nearly all these early 
ventures were handed over by the Government to private enterprise. 
In 1876 the Government raised a loan of 170,000,000 yen, then equal 
to about £34,000,000, in order to pension off the old feudal families 
A part of this money soon flowed into the new industry. To-day 
the Government has certain industrial undertakings which it con¬ 
tinues to work directly. But these are either for the production of 
things necessary to national safety, such as men-of-war, or State 
monopolies retained for revenue purposes. For the rest Japanese 
experience soon confirmed that of othpr countries that the State is 
less efficient as a producer and seller of goods than private enter¬ 
prise. The essential feature of Japan’s history at this stage was 
the readiness and the success with which private enterprise took 
over and carried through the early ventures of the State. 
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The Government however continued to help and direct pedvnte 
enterprise by importing machinery, especially in the spimtiiig 
industry, and leasing or selling it to private persons on terms of 
repayment in ten yearly instalments without interest. 

Very socm these private firms began to send over individuals to 
be trained in England. One of the first of such persons to go, in 
1879, on his return became manager of the first Joint Stock Spinning 
Mill To-day it ranks as one of the largest undertakings in Japan. 

In these ways a beginning was made leading to the second period 
characterized by the method of State encouragement of private 
enterprise. This method, in turn, takes two forms, the direct and 
the indirect. 

The chief direct action taken by the State to-day to foster 
private traders is as follows:— 

1. Shipping Subsidies 

Japan regards the growth of her mercantile marine as of the 
first importance and aids it in two ways Under the Shipbuilding 
Encouragement Law, 1896, bounties are given for the building of 
steel ships of not less than 1,000 gross tons In 1913 there were 
116 vessels aggregating 375,037 tons that had been constructed 
under the subsidy law. 

Under the Navigation Encouragement Law, 1896, and the 
Ocean Service Subvention Law, 1909, Japanese transport business 
receive subsidies according to mileage, tonnage, speed, and age of 
steel steamships. 

2. Railway Rebates. 

The Government railways are able to give favourable rates to 
goods for export but it is said, although the facts are diflScult to 
obtain, that there is also discrimination of rates in favour of the 
Japanese as against the foreign shipper. 

3. Subsidies to Trade Guilds. 

Those who are engaged in the manufacture or handling of staple 
articles may (»|failize themselves into a guild. Each trade has its 
own guild fee edkih local administrative district. 
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A guild may be initiated by five persons engaged in the same 
trade in the same district. But the organization is not legal, nor 
its by-laws effective until such guild is recognized and supported 
by two-thirds of all those in the district engaged in the particular 
trade. Tim guild is a quasi-oificial organization as the Govern¬ 
ment not only has the power to grant or refuse a guild permission to 
exist but members of the local administrative government have the 
privilege of being elected to various offices in it. 

To these guilds the Government may grant a subsidy which 
may, and often does, go to encourage export trade. Apart from the 
Government subsidies the funds of a guild obtained from members’ 
contributions are sometimes used to give bounties to those fulfilling 
export orders. The Government further aids the growth of manu¬ 
facture through the guilds by renting oxit machinery to members on 
the security of the guild. 

In addition to the three forms of direct assistance mentioned 
there may also be included the two valorisation schemes in which 
the Government has endeavoured to maintain the selling price of 
rice and silk in the interests of the producer. In each case 5,000,000 
yen were voted to purchase and hold stock during a slump in prices. 
It may be said that these schemes are coming to be viewed with sus¬ 
picion by Japanese public opinion. It is possible that their political 
effect rather than their econcunic results is the chief consideration 
with the Government 

The indirect method by which the State seeks to foster private 
enterprise finds expression chiefly in the following ways;— 

1. By means of Banking. 

The development of her banking system is one of the most 
striking instances of the rapidity with which Japan, in the early 
years of her economic emancipation, grasped the essential conditions 
of tlie situation and prepared to meet them. I f she was to enjoy 
a foreign trade, two things were absolutely necessary : freedom from 
the handicap of her old silver standard of value and the organization 
of ci|>edit so as to make the most of her scanty supply of native 
oapfital. Her financial ministers thus early took .steps to adopt the 



40 The Bengal Eeonomie Jownal 

gold standard and to bring into existence banks to finance different 
classes of the community. 

The Bank of Japan, founded in 1882, is the central bank of the 
country and manages the Government business. But the three 
banks most directly instrumental in promoting industry and 
commerce, are: 

(а) The Yokohama Specie Bank. 

It was founded for the purpose of promoting foreign trade and 
has received large support from Government. At first it was given 
the management of several million yen of the Treasury Reserve Fund 
and thus had ample capital placed at its disposal for discounting 
foreign bills of exchange. In 1889 this support was withdrawn and 
instead the Bank of Japan was ordered to make call loans on security 
of foreign bills of exchange on demand of the Specie Bank to an 
amount up to 15,000,000 yen at the rate of 2 per cent, per annum. 

Through the Specie Bank the Government has also from time 
to time given special help to particular industries. Thus in 1899 
it received 3,000,000 yen for the purpose of financing the export 
trade in yam by means of loans up tQ 80 per cent, of the value of 
goods on their deposit in Shanghai or Hong Kong, for which 6 per 
cent, interest was charged. 

(б) The Hypothec Bank. 

This bank was formed in 1896 for the purpose of making long 
term loans at low interest on immovable property redeemable by 
annual instalments within a period of fifty years. It also makes 
loans without security in cases of the adjustment of arable land 
imder the law for such adjustment. Further, it makes loans with¬ 
out security to industrial, fishery, or forestry guilds. In 1913 the 
Bonk made loans amounting to 203,000,000 yen. 

(c) The Industrial Bank. 

This was founded in 1900 as a crSdit mohilier. It engages in 
various forms of business, but one of its chief functions is to advance 
loans on the security of industrial plant and on stocks and shares. 

jltt'afidition to these central banks there are the local Agticul- 
iVEtt^ aoi^ Industrial' Banks in each prefecture which furnish loans 
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at Tow interei^ <m seourity of immovable property or, on certain 
OODditioiui, withoat security. Thus they advance loans, without 
seottrity, redeemable at fixed terms of not more than five years, to 
parties of-at least twenty persons who are combined with joint 
Uability.in agriculture or industry. 

2. By means of a Tariff. 

In 1866 Japan began with a very simple revenue tariff con¬ 
sisting of a 5 per cent, duty on all articles imported or exported. 
In 1899 she removed her export duties and retained a system of low 
import duties. But in 1911 a definitely protective policy was 
adopted, the main elements of which were the free admission of raw 
materials, the admission of semi-manufactured goods under penalty 
of a light duty, and the imposition of duties ranging from 15 to 40 
per cent, on finished manufactures. The tariff has certainly been 
instrumental in causing the growth of new industries. For example. 
Japan now makes many pen nibs. But the nibs in rough form are 
imported from Birmingham as semi-manufactured goods and then 
finished in Japanese works. Similarly in the case of the pencil 
manufacture. The graphite is obtained from Europe and the cedar 
wood from America. The pencils are then made in Japan. 

3. By means of scientific and technical instruction. 

The Japanese are keenly alive to the necessity for learning new 
methods and making use of the best appliances and the Government 
does a great deal to foster and encourage such learning. 

Much importance has always been attached to the work of com¬ 
mercial museums. These are well organized and not cmly serve as 
centres for the exhibition of products or appliances, but as sources 
of information. They receive reports regularly from the Govern 
ment commercial students abroad and diffuse such information by 
means of pamphlets or verbal advice. 

The flow of Japanese to the chief industrial countries for pur¬ 
poses of technical and commercial training is large and increasing. 
Thite the State railways send every year students who have already 
passed their preliminary training in the Japanese shops to acquire 
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further experience in American and Brilidi railway works. The 
Government also sends from 30 to 40 students abroad every year. 
They are selected on the result of an examination by the Depart¬ 
ment of Commerce. They usually obtain some emplc^ent in 
factories or business abroad, thus earning a part of their expenses, 
the Government giving them £6 a month ill addition for a period of 
three years. 

A higher type of students are sent by the Department of 
Education. These are men of high attainments in scientific 
branches of study who have been, for example, teachers in colleges. 
They are sent to acquire expert knowledge in different branches of 
industry and receive a subsidy of £18 a month. On their return they 
either enter an industrial business or join the staff of the Govern¬ 
ment experiment stations. These stations are of two kinds, in¬ 
dustrial and agricultural. In the industrial experiment station at 
Tokyo, which I visited, I found six departments, each equipped with 
machinery, devoted to the conduct of experiments in the manufacture 
of different classes of goods, such as match making, leather making, 
pottery making, button making, etc. The station, with its chemists 
and engineers, makes experiments with the object of discovering 
the best processes of manufacture under Japanese commercial con¬ 
ditions. When the technique is worked out, or an improvement 
discovered, a pamphlet is published and circulated to the existing 
firms engaged in the particular industry in question. Sometimes 
these firms take the opportunity of sending workmen to the station 
to be trained. 

There is no doubt that the work of these stations is doing much 
to familiarize Japanese manufactures with the best processes and 
'methods of production. 

I have referred to the chief methods by which the State is seek¬ 
ing to educate and assist private economic enterprise. I am strongly 
of opinion that the State is doing a very great deal to help forward 
thei economic advance of the people. It is inevitable that so much 
State activity should cost money and in fact Japanese national 
expend^l^ has ti^n increasing by rapid advances. In 1695-96 
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it was 86,000,000 yen\ in 1914-15 it was 669,000,000. The counter¬ 
part of such increase is seen in the increase of taxation. In 
1900-01 the taxation per head was 2-75 yen-, in 1914-16 it was 
6.60 yen. Japan still has 60 per cent, of her people engaged in 
agriculture and it is largely on the agricultural classes that this 
extra taxation falls. But it is contended by the Japanese that the 
extra burden of taxation is more than offset by the extra capacity 
to pay which has resulted from agricultural and industrial progress. 
In any case there is no division of opinion in Japan as to the 
necessity of continuing the present policy. 

That Japan will be faced by many serious problems in the realms 
of public finance as well as in the sphere of industrial politics in 
the next decade is certain. But there is every indication that Japan 
will become an increasingly important industrial nation and this 
not primarily on account of the extent of State aid but because of the^ 
industry, the energy, and the courage of her people. 


C. J. HAMILTON. 



REPORT OP THE COMMITTEE ON 
CO-OPERATION IN INDIA. 

Tbe presentation of this report is an important stage in the history 
of co-operation in India. The object of *he Government of India in 
appointing the Committee was to make sure that, in the enthusiasm 
evoked by the success already achieved and by the prospects of the 
future, co-operators in India were not overlooking the necessity for a 
strong financial foundation. For it is important to remember that 
with all its various moral and material aims the first and essential 
characteristic of co-operation is that it should be economically sound. 
It shows tbe peasant or the artisan that by uniting his credit with 
that of his neighbours he can quite safely secure money more cheaply 
than he can borrow by himself: that by saving his spare money in¬ 
stead of wasting it in unproductive expenditure he can improve his 
position in the world, and that by combining with others he can sup¬ 
ply his wants cheaply and dispose of his produce to the greatest 
aidvantage. It is true that the co-operative movement can and 
usually does aim at more than this, but it should never be forgotten 
tiiat it is first of all “ business ” and that no society can succeed which 
is not run on sound lines 

2.. In accordance with the instructions of the Government of 
India the Committee has studied the movement especially in regard 
to its higher finance and its relations with the outside money market 
and the report is one which will have a special interest for the 
investor. Everyone who has any acquaintance with the movement 
in India probably knows that societies of individuals, which the 
Co|kmittee designates “ primary ” societies, are financed by central 
inslitutions whicl;^ receive deposits and loans for that purpose. In 
all tile eight major provinces, except, perhaps, Bombay, the primary 
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societies are grouped together for purposes of inspection and finance 
under central banks or unions. In the Pimjab, the United 
Provinces, the Central Provinces, Bengal and Bihar and Orissa the 
system of Central Banks has been followed. The shareholders of 
these consist partly of the societies themselves and partly of the 
educated community and the zamindars who take up preference 
shares and help in the management of the bank and the supervision 
of the societies. In Bihar and Orissa and the Central Provinces 
there is also a Provincial Co-operative Bank, which finances the 
central banks and helps to keep their funds in equilibrium; and 
such banks are shortly to be founded in Bengal and the United 
Provinces also. In Madras, Bombay and Burma nearly all the 
societies are financed by one large central bank, but for purposes 
of inspection they either have been or are being grouped into unions. 
The report is in effect the result of an enquiry into the working of 
these central institutions, though, as will be seen, such an enquiry was 
bound to embrace the condition of primary societies 

3. Now the banker has two broad considerations always before 
him : first, that the funds entrusted to him should be invested with 
absolute safety, and, second, that they should be so invested that he 
can always meet all demands made by his depositors upon him. In 
other words he must see that his assets are not only good, but 
sufliciently liquid. These general principles apply with just as 
much force to co-operative banks as to any others, and it will be foimd 
that most of the recommendations of the Committee are directed 
towards them. The report commences by pointing out that the 
financial stability of the central banks must always depend in the 
ultimate resort on the soundness of the primary societies, on which 
the whole structure rests. The reason is obvious. Central banks may 
only lend to societies registered under the Act and as their surplus 
fuiKi^S can only be invested in certain specified securities of the 
nature of trust securities, the safety of their money depends entirely 
<m the condition of these societies. The Committee, therefore, 
devotes more than a third of its report to the constitution and manage- 
mesA qf primary societies. Into these details it is impossiUe to 
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go, but it appears from the report that while the Committee is careful 
not to give the impression that the societies are at present by amj 
means perfect, still on the whole it endorses the principles and 
methods hitherto followed. One gathers that it attaches the greatest 
importance to the limitation of the size and the rate of increase of 
societies, careful organisation, teaching of co-operative principles, 
cautious and methodical financing and strictness in recovery oi 
loans; and it is a fair inference from the report that though there 
are, as might be expected, many faults to be eradicated, the prospects 
for the future are on the whole good. 

4. One of the most important recommendations is that the 
union or central bank should, subject to the Registrar’s control, 
assess a definite sum as the limit of the borrowing power of each 
society, and it is explained in some detail how this should be done. 
There is no doubt that in Bihar and Orissa at any rate the directors 
of central banks were in the beginning prone to over-finance socie¬ 
ties, a mistake which might have been avoided had the assessment 
of credit been more methodical. But over-financing was also due in 
part to the theory that the members of societies should at once be 
cleared of all previous debts. Experience shows that this course is 
very unwise, both because it is not prudent to give out large sums 
of money to persons who have still to prove their character and to 
show that they are willing to manage their societies according to 
their bye-laws and pay their loan instalments regularly, and because 
the moral effect on the raiyat whose debts are paid off at once without 
any effort on his part is nearly always bad. The proposal to fix 
definite credits in proportion to the ascertained assets of the 
members is therefore to be welcomed, but it is still desirable that the 
'control of the Registrar should not be too rigid. There is no better 
school than experience and if the directors of central banks are to 
achieve independence, it is better for them to make mistakes and even 
perhaps to be faced with a few bad debts. 

6. The Committee finds that the taking of land by way of 
collateral security is not unco-operative and is in fact growing more 
common in 6erm^y> the home of co-operative credit, but it points 
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out that owing to variations in the tenancy laws in each province 
it is not always possible for a co-operative society to obtain a valid 
mortgage on which it could sue for sale. Provinces such as Burma, 
where the members of societies are small occupants or landholders, 
appear to have a great advantage over others, such as Bihar and 
Bengal, where the members are usually occupancy raiyats who can¬ 
not transfer their land, unless the custom of transfer can be proved. 
The absence of such a ri^ht and even the uncertainty whether it exists 
or not make it often hazardous to advance sums to raiyats which they 
could use profitably and are really in a position to repay. So far as 
the restriction in the right of transfer has beeii made by law in the 
interests of the raiyat, there appears no objection to a special excep¬ 
tion in favour of a benevolent agency such as a co-operative society, 
which will keep accounts carefully and so far from having designs 
against the tenant’s holding would find it extremely awkward to be 
saddled with it. The real difficulty, in Bihar and Orissa, at any 
rate, is that the landlords regard the present state of the law as a 
safeguard to their interests and consider any proposal of this kind 
the thin end of the wedge for the introduction of a general right of 
transfer. Great efforts have been made to convince them that such a 
concession would form no precedent for the giving of this right, but 
at present there seems little prospect of an amendment to the Tenancy 
Act being passed by consent, and it is to be hoped that as the matter 
is one of the greatest importance for the future of co-operation in 
Bengal and Bihar and Orissa, the Local Governments will agree to 
undertake the necessary legislation. 

6. Two other recommendations of the Committee about primary 
societies require special comment. The first of these is the finding 
that the reserve funds of primary societies should be utilised as 
working capital of the societies and not invested separately. This 
recommendation has already been challenged in the press and in the 
writer’s opinion, and he believes in that of many others with special 
experience, it is unsound. It is fair to say that the Committee 
designate as “ reserves ” the whole accumulated profits of primary 
societies, of which, save in those provinces where the share system 
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piovulfl, botbing is ever distributed bnumg tiie ntenibera. Ijb dm 
province at least the whole of these accumulated prints are treated 
as reserves and invested separately in a central fund which, ii ia 
understood, may be used by the Provincial Bank in times of emergency 
to suppmrt local central banks against panics. Both tiiis ami ihe 
other extrmne recommended by the Committee appear unreasonable. 
As against the Committee’s scheme there are several objections. 
Experience shows that, if the owned capital of agricultural societies 
increases too rapidly, the members achieve independence before they 
are fitted for it. So long as they have to repay substantial instal' 
ments to their creditors every year they are more or less compelled 
to insist on prompt repayments by their members. It has already 
been found that where this impetus is wanting, members who have 
not sufficiently acquired habits of punctuality and thrift tend to 
become slack in making payments. The experience of centuries of 
business and the general beliefs now held by investors make it also 
prudent to show to the world that the movement is prepared to meet 
a crisis. The central banks possess the nominal right at any time 
to call in their loans, if a run is made upon them by their creditors. 
If primary societies constituted reserve funds and invested them 
separately, such panics would be less likely to occur, and if they did 
occur the central banks would have greater resources to meet them. 
The mere constitution of such a fund would give confidence to the in¬ 
vesting public. As against this the Committee would no doubt argue 
that if their recommendations as to “ fluid resource ” are followed 
there would be no necessity for a reserve of this kind. But there 
is a great difference between the reserve fund which is the property 
of the societies and a cash reserve which is not, and though both have 
their use for preventing panics and meeting sudden demands on 
banks, each is a peculiar source of strength and neither should be 
n^lected in favour of the other. Moreover, in co-operative banking 
as in any other, we have to study the whims and ideas of the investor 
and so arrange our business as to appeal to him. 

7. On Uie ojtber hand the allotment of all accumulated prcffits to 
t e wM t v^ api^fs to err on the side of caution and to deprive the 
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societies of a valuable incentive to effort. In Bihar and Orissa the 
attractive prospect of financial independence and low interest has 
always been held out to the members of societies as the reward for 
good working and they would certainly consider it a breach of faith 
if they were now compelled to invest all their accumulated profits 
in Gk)vernment paper. The accumulation of so large a reserve also 
appears to be unnecessary. The writer’s view which is accepted by 
many others is that a reserve fund should bo constituted in each 
society of a certain proportion, say at least 25 per cent., of their 
accumulated profits and that it should be separately invested. The 
plan already mentioned whereby in one province these reserves are 
held in a large central fund which may be pledged to support the 
movement in any part of the province where its credit is threatened 
appears to be a good one, but at present it is difficult to persuade all 
co-operators to agree to it. It appears certain that an arrangement 
of this kind, without making too great demands on the societies, would 
conduce very greatly to the stability of the movement and would 
increase the confidence of investors. 

8. The other point on which issue may be joined with the Com¬ 
mittee is their recommendations on the subj -ct of audit. Under 
section 17 of the Co-operative Societies Act the Registrar is bound 
to audit or cause to be audited by some person authorised by him in 
this behalf the accounts of every registered society once at least in 
every year. The Committee point out that this provision of the law 
does not entail the employment of a large Government staff and that 
there is no objection in principle to societies being audited by non- 
Government auditors licensed by the Registrar, provided that he 
satisfies himself by constant checking and supervision that the audit 
is properly carried out. This is perfectly reasonable and in conso¬ 
nance with experience of the continent, where a non-official audit is 
preferred as being less likely to develop into a routine, and it is only 
to the Committee’s ideas about the payment and control of the non- 
Government staff that exception need be taken. The Committee 
sajrs that though the auditors should remain under the Registrar’s 
ultimate control, the appointment, transfer and dismissal of them 
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should, as far as possible, be made in accordance with the reoom* 
mendations of co-operative institutions. And though it speaks witii 
approval of the Provincial Audit Union of the Central Provinces 
on the ground that it will overcome the difficulty of want of pros¬ 
pects which always arises in the case of small and local establish¬ 
ments, it leaves it to each province to decide in what manner the 
various central banks, unions and societies should combine to enter¬ 
tain the auditors required. From these recommendations it may 
be assumed that the Committee was satisfied with the system pre¬ 
vailing in somfe provinces whereby central banks and unions 
arrange for the audit of their own affiliated societies. But this 
practice even, when reinforced by a Government “super audit,” 
appears to be radically unsound and unlikely to command the con¬ 
fidence of investors.' As has been pointed out above, the safety of 
the funds of central banks depends entirely on the soundness of their 
affiliated societies. If any of these were at any time in a bad condi¬ 
tion, it might be to the interest of the directors of the central bank 
to conceal the facts from the outside public and from the Registrar, 
for whose commendation they are always anxious. Any one who has 
watched the recent disclosures in the Indian banking world would 
agree as to the probability of this happening. In Bihar and Orissa 
there have occasionally been signs of resentment on the part of 
directors against auditors who make full and frank reports on the 
condition of societies and the work of the central bank and its staff, 
and those who do their duty fearlessly are sometime exposed to 
unpleasantness. If they depended for their prospects and promo¬ 
tion on the central bank concerned, it is too much to expect that they 
would not sometimes be influenced by a desire to stand well with their 
employers. It appears most desirable, therefore, that the audit 
staff should not be parochial or depend for its pay and pros¬ 
pects directly on the central societies. It is for these reasons 
as well as for those pointed out by the Committee that the 
Audit Union of the Central Provinces has much to commend 
it. An Audit ^ Federation on somewhat the . same lines is 
just being started in Bihar and Orissa and it is much to be 
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hoped that similar associations will be founded in all the 
major provinces throughout India. 

9. So much for the safety of the funds of central banks. The 
remainder of the report deals chiefly with the second banking 
principle that funds should be so invested that all demands made by 
depositors may be promptly met. It is in this respect that the 
Committee appear to have found the co-operative movement in India 
most defective and their most important recommendations are those 
in connection with what they describe as “ fluid resource.” The Com¬ 
mittee’s views on this subject will be found in paragraphs 130, 152 
to 168 and 174 to 176 and as this question is of great importance the 
following passages from these paragraphs are introduced verbatim : 

(1) “ It should, in our opinion, be assumed that it is unsafe for 
any banking institution to invest its funds in loans for longer periods 
than those for which the funds so invested are entrusted to it; that 
deposits must ordinarily be met from repayments of loans and not 
from potential renewals or fresh deposits (which should be exclusively 
employed either in fresh business or invested in fluid resources) and 
that the general body of fluid resource can only be legitimately 
utilized for the purpose of meeting depositors when there is a 
derangement of normal conditions.” (Paragraph 130.) 

(2) “ In most cases money lent to societies is, we believe, repaid 
to central banks after an interval averaging from three to four 
years, the loans being repaid in yearly instalments, and where this is 
so it is sufficient that the deposits for one year should exceed in 
amount, the amount of the loans which remain out for one year, that 
those for two years should exceed the amount of the loans out for two 
years and so on.” (Paragraph 130.) 

(3) “ The receipt and repayment of deposits should be distri¬ 
buted over the year as far as possible, in accordance with the 
generally accepted principle of spreading the liability.” (Para¬ 
graph 130.) 

(4) “ The object of the resource is to meet contractions of credit 
entailing the withdrawals of deposits at due date and a failure to 
obtain new deposits.” (Paragraph 163.) 
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but must even in normal times use their other resources. It is dif¬ 
ficult to follow out the Conunittee'’s line of thought, but the only way 
seem9 to be to throw overboard in every place the recommendation 
that deposits should necessarily be repaid from loan repayments as 
they come in and to say that when deposits are not renewed and have 
to be repaid they must, except at certain seasons of the year, for the 
time being at any rate, be met from the fluid resource or new deposits. 
This apparently is the principle followed in Burma and it seems a 
perfectly logical and even a sound system. The idea underlying it 
is that the co-operative banks and societies are quite sound and that 
the lack of confidence resulting in the withdrawal of deposits or 
failure to attract fresh money can only be temporary and should pass 
away within six months. At any rate it should be possible by then 
if the societies are sound to raise money on some terms. The system 
followed in Bihar and Orissa is different from this and it is proposed 
to explain and defend if in another article; but, though open to 
criticism on the ground of over elaboration, the principles which the 
Committee appear to wish to lay down are sound enough and there 
is no doubt that if they are followed as far as possible they will 
conduce to the stability and the credit of the movement throughout 
India. 

11. The report contains many other recommendations on sub¬ 
jects such as State-aid to co-operation, the position of the Registrar 
and the like, all of which deserve the closest consideration of Govern¬ 
ment, and altogether, with the exception remarked above, it is 
singularly clear and conclusive. It will be of the greatest assistance 
to all those now interested in co-operative work and will always 
remain a standard work of reference for those who wish to invest 
money or to learn about the co-operative movement in India. 

B. A. COLLINS. 



THE ORCANIZATION OF ECONOMIC RESEARCH 
IN RURAL INDIA. 

Among the objects of the Bengal Economic Association none is 
more important than the encouragement of original research; and 
an attempt will be made in the present article to indicate some of the 
questions to which enquiry may profitably be directed and the general 
lines on which it should proceed. By original research is meant the 
collection at first hand of facts and figures regarding some side of 
the economic life of the country which has not formed previously 
the subject of systematic or, at any rate, exhaustive study. 

There are two main branches of research—^historical research 
and the study of contemporary conditions. It is with the latter that 
the present article deals. The field of historical research is a vast 
one in which guidance must be sought from the historian with 
special knowledge of the materials for the first-hand study of a period 
or an institution. An interesting essay in this branch of research 
is Mr. Radhakumund Mukerji’s “ History of Indian Shipping.” 
It is worth noting, however, that apart from their value on purely 
historical grounds such researches have the same practical utility 
as the results of the study of contemporary conditions; and that is 
to enable us to check the unsupported statements and hasty generali¬ 
sations which are so common in the discussion of economic questions. 
In India, especially, we have to be on our guard against distorting 
the present and idealizing the past; or against doing exactly the 
opposite, according to our particular preconception. Facts are the 
only solvent of such preconceptions. 

Turning to the study of contemporary conditions we find much 
of the field occupied by official enquiries. Settlement Reports, the 
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minutes of evidence taken before the various Famine Commissions, 
the successive Reviews of the Industrial Position and Prospects of 
Bengal—^to mention only a few examples—are an almost in- 
exhaustive storehouse of facts collected at first hand by the most 
poihpetent observers. Unfortunately, the information thus collected 
is not generally accessible, nor is it usually presented in the form in 
which it is most useful to the student of economic conditions. The 
excellent use that can be made of such materials in the proper hands 
is shown in Sir Theodore Morison’s “ Organization of an Indian 
Province.” Moreover, many of the reports—in particular, the 
Industrial Reports—make no claim to be exhaustive j and much use¬ 
ful work can be done in checking and supplementing these by 
independent enquiries. There is nothing in the nature of things 
which makes such fields of enquiry more appropriate to the official 
than to the unofficial enquirer, apart from the fact that the former 
is often specially well-fitted both by his training and position for 
the task. As regards the collection of statistical information the 
case, of course, is different. Much of this work lies entirely beyond 
the scope of any private agency. Take the mass of statistical 
material collected in the course of the recent Enquiry into the Rise 
of Prices in India, for example. Apart from the expense of an 
enquiry of this magnitude, Government has access to many sources 
of information which would be closed to the private investigator. 
This is one of the things which Government must do, because only 
Government can do it. Here the function of the economist is to 
examine, correlate, and interpret the statistical data collected; and 
here again a vast amount of unused material lies before the student 
of contemporary economic conditions. 

While there are some things connected with the economic survey 
of any country which Government alone can do‘, and while in India, 
owing to its peculiar position with regjird to the main part of the 
economic structure, viz., the land system. Government does much 
which it does not do in other countries; there are other things which, 
in India as in every other country, are the special province of the 
private investigator. The whole of what are called Social Economics 
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oome onder this head; the standard models being works like Booth’s 
“ Life and Labour of the People in Lmidon,” Bowntree’s 
“ Poverty,” and best of all perhaps for the purpose of the Indian 
investigator Miss Davies’ “ Life in an English Village.” At present 
only a beginning has been made in the application of these methods 
of intensive social research in India. Soane interesting family 
budgets, taken from Crooke, are given in an Appendix to Chapter 8 
in Sir Theodore Morison’s “ Organization of an Indian Province.” 
Dr. Mann of Poona has published results of investigations which he 
carried out into the conditions under which the untouchable classes 
live in that city. In Bombay there is a Social Service League, which 
has for one of its objects “ the collection and study of social facts;” 
and publishes The Social Service Quarterly. In Calcutta a 
similar organization exists for the study of social conditions among 
the domiciled community. In Madras the Madras Economic Asso¬ 
ciation has published some valuable economic surveys of villages in 
that Presidency. Lastly, may be mentioned the Chanakya Society 
of Patna’College, a full account of which will be found in the Report 
of the Industrial Conference held at Bankipore in 1912. The 
Society publishes an Annual Report embodying the results of its 
work; of these there have appeared five, besides a separate collection 
of Family Budgets. It is on the basis mainly of experience gained 
in connection with the work of the Society that the suggestions 
contained in the present article are put forward. 

It was stated at the inaugural meeting of the Bengal Economic 
Association that there are some twenty colleges within the area 
administered by the Calcutta University in which a professor of 
Economics is in charge of a body of students. It follows tiiat there 
are twenty possible centres of research; for there is no reasmi why 
what has been done at one coll^ cannot be done elsewhere. It may 
appear to some ridiculous to dignifying 1^ the name of original 
research enquiries conducted by callow students. But on what 
grounds ? On the ground that the enquiries themselves are not of 
sufficient impar<|nMDe to merit this description; esc that the investi- 
jplilors lack ^ necessary experience or training for the work ? Let 
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us consider what are the enquiries which it is within the competence 
of such investigators 11 undertake. 

The following may be mentioned : (1) Village survey. (2) Des¬ 
cription of some local industry. (3) Description of the actual work¬ 
ing of the local co-operative credit society. (4) Effect of the War on 
local economic conditions. (5) I^ocal organization of credit and 
exchange. A complete economic survey of any village, such as those 
published by the Madras Economic Association, would naturally 
contain information under all the above beads, where relevant; but 
this is a more elaborate and comprehensive piece of work than we 
can expect from the average undergraduate. Yet if he has access 
to first-hand information (and very often he will be the son of one 
of the Zamindars, and well acquainted with the patwdri) it will not 
be a difficult matter for him to collect and arrange systematically 
reliable information on the following points among others. Situa¬ 
tion of the village relative to railway station, pucca road, town or hdt; 
area of arable and non-arable land; number of landlords and kinds 
of tenures; principal crops grown; classification of the population ac¬ 
cording to caste and occupation; and some indications of the general 
level of material prosperity furnished by the number of pucca houses, 
number of shops, wages, emigration of labourers, rough idea as to 
the consumption of such “ extras ” as milk, fish or meat, sugar, etc., 
and of kerosine oil. Such a piece of work, humble as it may seem, 
is entitled to be called research; and village reports—including a 
general survey as just outlined, along with special reports on banks, 
industries, etc.—if systematically collected and published through 
the agency of the professor of Economics or a College society directed 
by him would be of great intrinsic interest as well as most valuable 
for comparative purposes. 

Another line of enquiry admirably suited to the capacity of this 
class of investigator is the compilation of family budgets. No one 
who knows anything of modern economics will need assurance as to 
the value of these compilations. Particularly in India, where from 
year to year changes in the habits of the people and a slowly rising 
standard of living are evident, is it of the greatest importance that 



58 The Bengal Economic Journal 

these changes should be faithfully refiectea in reoorda like these eei* 
lected systematically over a period of yearsi* It also happens that 
India is a peculiarly promising field for such enquiries. The people 
are poor; their system of wants is a simple one; and it is not difficult 
for them to state with substantial accuracy the main heads of tiieir 
expenditure. If, judging by experience in other countries, we are 
inclined to mistrust the accuracy of the information imparted, and 
to argue that a man of the level of intelligemce of the Indian peasant 
is scarcely likely to remember one month how much and on what he 
spent his money in the last, we are forgetting that to an Indian of 
that class the subject of ‘ paisa ” is one of simply absorbing interest— 
the constant burden of his thought and the imwearying theme of his 
conversation. Nor is there any reluctance on the part of the Indian 
of that class, if approached in the proper spirit, to imparl^ informa* 
tion about his material circumstances. There is none of that instinct 
of “ keeping himself to himself ” which is met with in the correspond¬ 
ing class in England. So much for the subject of the family budget. 
Next as to the investigator. It would be difficult to find anyone apter 
for the purpose than the Indian college student. He has access to 
a first-class subject in a cook or mali in his own service at hcrnie, or in 
some toddy-seller or goala or gorayet in his village with whom he is 
well acquainted. And he can be trained to collect and arrange the 
information in systematic way. Add to this that he has great 
faculty for extracting the full human interest from the circumstances 
of the family; and it may be said without exa^eration that he has 
a natural gift for the work. 

A complete budget should consist of statistics and full explana¬ 
tory notes on the following points. First, as to the caste and main 
occupation of the family. The names, ages, and relationship of the 
various members; and their respective occupations. The state of 
health enjoyed by them. Their material condition as Compared with 
other families of the same village. Speoitil circumstances 
of interest. Second, a full account of their property. The 
size and value of their holding; the style of house in 
wfaieh they Ihite and its approximate value; the Value of the 
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}iire-«itock, houseliold furuiture, tools, and ornaments belonging to the 
£aaiiljr. Thirdt a description of the kinds and quantities of food 
ooMume; the number of meals they take; and whether they can 
affwd milk, ghee, sugar, etc., and if so how often; also a description 
of the eloChing annually required by the male and female members of 
the family. Fourth, a full and detailed account of their various 
sources of income—^including an estimate of the cash value of their 
crop and of payments received in kind, and full particulars regajrd- 
ing indebtedness. Fifth and lastly, a full and detailed account of 
their annual expenditure, both in cash and kind; including expendi¬ 
ture for food, clothing, lighting oil, tobacco and intoxicants; rent 
and expenses of cultivation; payment for the services of barber, 
dhobi, blacksmith, etc., etc. 

It must be admitted that the large towns afford a much less 
favourable field for enquiries within the scope of the class of investi¬ 
gator we are here concerned with than the villages. But, while this 
is so, we may remember that 90 per cent, of the population of India 
live in villages as do also a very large proportion of the students 
attending college. And even in the large towns something might 
possibly be done by means of a combination of social study and phil¬ 
anthropic effort. That the Bengali student responds to the call 
for social service, and can render it when properly directed was 
proved during the floods of 1913. It might be feasible, therefore, 
to establish in some particular Mahalla or among some particular 
community the equivalent, in a very rudimentary form, of a Univer¬ 
sity Settlement, the chief feature of which would, no doubt, be a 
ni^t school. Students who taught in the school would naturally 
be thought into personal relationship with a more or less homo¬ 
geneous community whose social and economic condition they would 
thus be in a position to study at first hand as opportunity offered. It 
is difficult to see how, apart from s(une such relationship, there could 
be any real point of contact at all. 

The suggestions tentatively put forward, then, for the organiza¬ 
tion of economic research in Bengal are as follows:—Start with the 
Coiiegesl (hie plan would be to form a permanent sdb-oommittee 
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of the Bengal Economic Association for t£e purpose. This, first of 
all, would get into touch with the College authorities. If thought 
desirable and necessary in any case, a member of the sub-committee 
might arrange to visit the College and explain the kind of work it 
was proposed to do and the equipment necesiSary. Another function 
of the sub-committee would be to prepare specimen enquiry forms 
for different classes of investigators and different lines of enquiry. 
A third function might be to consider, in an editorial capacity, con¬ 
tributions from the colleges embodying the results of their enquiries, 
and selecting the most valuable for publication in the Journal. 

At the colleges it would be necessary either to form a Social 
Study Society with the professor of Economics as permanent presi¬ 
dent and a student as secretary; or, at any rate, to arrange that those 
students who might carry out enquiries under the guidance of the 
professor should read their reports before a meeting of fellow- 
students interested in the same work. It will be found that the 
criticisms offered at such a meeting on points with which someone 
present happens to be specially conversant, and the discussion which 
arises as to the different conditions and practices that prevail in 
different districts serve not only as the most valuable of checks on 
the facts and figures collected by the investigator, but have also a 
most stimulating influence in arousing and maintaining interest in 
such work. On the one hand, the investigator feels a legitimate 
pride in reading his report before his fellow-students; on the other, 
he takes pains to make it as free from flaws as he can. Wherever 
feasible, a College society for the purpose should be instituted. For 
one thing traditions quickly grow up about a College society, if it 
has any life in it at all; new-comers to the College come under 
the influence of this tradition, and in emulation with the older 
members are eager to participate in the Society’s activities. For 
another, a College society may be able to keep in touch with ex¬ 
students, who may be invited to become honorary members on leaving 
College. This is a matter of great importance; for the economic 
research done by students while still at College can be regarded only 
as a starting-pmnt. The colleges are the natural training-ground; 
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but unless those whose interest in social and economic questions is 
there awakened and who have learnt something there of the aims 
and methods of social investigation make use of this knowledge after¬ 
wards, the value of the training is lost. It is when the ex-student 
takes his place in the world—whether it be as a zamindar or a deputy 
magistrate or a vakil in a mofussil town—that he should be able to 
do the most valuable work; but it is too often the case that, out of 
touch with his College and his old interests, he quickly loses touch 
with intellectual things. If a College society of the kind indicated 
could keep in touch with its old members sufficiently to keep their 
interest in such questions alive and elicit from them from time to 
time reports on some social or industrial side of the life with which 
they had become identified, the value of such a society would be 
increased tenfold. 

There ought to be and need be nothing mechanical or stereo¬ 
typed about the work taken up by the members of such a society, 
whether those still at College or the honorary members (ex-students) 
who may be expected to take up work of a more advanced character. 
In collecting materials for a family budget or village survey there 
must be a carefully prepared form to guide the investigator; but 
within the prescribed limits there is scope for infinite variety of 
detail; and the human interest of such documents is inexhaustible. 
For the rest members should be encouraged to collect information and 
submit reports on any matters of social or economic interest which 
happens to come in their way—whether it be a peculiar form of local 
currency; or the batdi system of cattle-rearing; or a grain gola; or 
a record of prices taken from the account books of some village bania. 
Whenever its means allow, the society should publish an annual 
report of its work. It may be added that the ('ollege vacations will 
usually be the most favourable for the prosecution of their enquiries 
by the undergraduate members. 

Finally, the society should consist of active members only. No 
drones should be allowed Those who, at the end of a given period, 
have done no piece of original work for the society and produced no 
report should be struck off the roll of membership. Such a rule is 
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esaentii^ not only as a. spur to oontiniieQ;^ort; but in order to keep 
the society itself true to type, and present it degenrauting into •oase' 
thing like a debating at essay dub at whidi eonnomie subjects would 
be dtscussed'at second hand and grandiloquent posers of a derimtiuB 
character read. 

£. A. fiO£N£. 



THE ECONOMIC POSITION OF EDUCATION 

IN INDIA. 


The very rapid advance of Education in India during the last 
quarter of a century has led to a great deal of wrangling on many 
issues. Discussions on educational aims and methods have up to 
now taken a prior place in the interest of both the Government of 
India and the public. The now well-known despatch of February, 
1913, may be regarded as the summary of the policy of Government on 
matters of organization in schools and colleges. But behind these 
discussions there lies a whole body of principles which have never 
been enunciated definitely by either Government or private indivi¬ 
duals; and in the few lines I give below I aim merely to point out 
certain lines of enquiry in order to make definite these fundamental 
principles. The scope of my subject is a very wide one. It suggests 
many ramifications, each of which might well form a paper for the 
Bengal Economic Journal. In some future number of this Journal, 
when I have both the time and necessary material by me, I may be 
able to elaborate some of the points raised. 

One qften hears it said that in India a disproportionate amount 
of the public funds is given to Education. Taking the last six 
years we find that Education has received the following share:— 

Total exponditure Total expenditure 
Imperial and Provincial. on Education. 

£ £ 


1910-11 


... 70 , 633,293 

1 , 846,243 

1911-12 


... 82 , 836,790 

2,021,189 

1912-11 


... 86 , 862,698 

2 , 610,132 

1913-14 


... 86 , 207 , 176 , 

3 , 176,809 

* 1914-16 


... 82 , 897,900 

3 , 241,700 

1915-16 

... 

... 83 , 117,200 

3 , 394,800 
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The total expenditure on education between 1910 and 1916 has 
thus almost been doubled; an(J it was almost doubled between 1901 
and 1912. In the short period 1901-02 to 1915-16 the amount given 
to education has been almost trebled. The national desire of the 
people for increased facilities for education has, it might reasonably 
be said, been fairly met. In spite of these figures, however, there are 
many public leaders in India who are never tired of asserting that 
the share of Education, as, say, compared with that of the Police, is 
not adequate The extreme view on this side is represented by the 
demand for universal, compulsory, and free primary education. The 
debates raised by the late Mr Gokhale in the Imperial Legislative 
('ouncil on this point definitely extracted from Government the fairly 
obvious reply that the economic position of India does not admit of 
such at the present moment It is an ideal to be worked up to, not 
something to be realized all of a sudden. 

On the other hand a very considerable body of public opinion in 
India questions the advisability of giving so much to education. 
Education, says this school, is outrunning economic development, and 
that must mean disaster It will impoverish the country by taking 
funds which should be spent on irrigation and sanitation and 
spending them in developing what should succeed not 'precede these 
For the impartial observer who wishes to mediate between these two 
schools it is by no means an easy task to lay down guiding 
principles At least one of two misapprehensions, however, may be 
removed. 

1. Education is a plant which can grow only in prepared 
ground. In any system of Government peace and security of person 
and property must be established before any of the refinements of 
civilization can take root Education therefore can have no share of 
the public funds till Government has secured its own stability by 
sound law, with an organized system of justice and general adminis¬ 
tration. The frequent carping at annual budgets in Bengal (with 
its abounding dacoities) because the amount under the heading 
“ Police ” seems disproportionate to the amount under “ Education ” 
is meMly an argument' for the justification of Government. 
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3. There is a great deal of confused thinking on the content 
of the term “ Education.” The amount placed in the Budget under 
the heading “ Education ” is not the only sum given to education as 
a whole. “ Education ” does not include merely schools and colleges 
and things pertaining thereto. A very considerable part of the 
Sanitation and Agriculture Departments properly belong to Educa¬ 
tion. In the organization of Government it is necessary to demarcate 
one department from another, but such demarcation is very rarely 
absolute. There is much overlapping and interleaving. Much of 
the criticism against educational grants is disarmed because of this. 
A recent issue of Capital, commenting on, and following, the recent 
Report of the Agricultural Department of the Government of India, 
pointed out that educational expenditure has been increased to ten 
crores for million pupils out of a total of 36 million children of 
school-going age. While the outlay on education is ten crores, the out¬ 
lay for agricultural work is only fifty lakhs. Capital went on to argue 
that the advance of India depends on the advance of agriculture, 
and improved agricultural methods are of more importance than 
education. Eighty per cent, of the total population of India depend 
on agriculture, but Government instead of giving funds to agricul¬ 
ture gives them to universities. The same paper went on to show how- 
more money should be spent on the Agricultural Department and 
quoted some statistics to justify its contention. India spends 
roughly £I per mille of population— 


Great BritaiD 

s^iends 

... £46 

per mille of population. 

Queensland 

>» ... 

.. £92*5 

i» »» 

tf 

Austria 

»» 

... £86 5 

»> »> 

ft 

XT.S.A. 

»» 

... £36 

»» If 

ft 

France 

>1 

.. £27 

tf ft 

tf 


None of these countries is so predominantly agricultural as India 
and, it was argued, as these countries are more advanced in educa¬ 
tion than India, surely India ought to sppnd much larger sums in 
instructing the 80 per cent, of her population which is dependent 
on agriculture. 

’ In argument of this type there are several dangers. It is clear 
in the first place that the aims of “ agriculture ” and " educatiott ” 
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as given in the above argument are the same. The one department 
dovetails into the other. They cannot be separated. The agricul¬ 
tural experimental farms are the equivalents of the physical and 
chemical laboratories of our colleges. To cut off one department 
from the other simply because they are separate officially is to have 
a very partial view of our national economy. Again, it might very 
pertinently be asked, is not the reason why Great Britain, France, 
etc., spend more money in agriculture just because “ education ” is 
so advanced ? The Agricultural Department will have great dif¬ 
ficulty in persuading absolutely illiterate peasants of the validity ol 
the laws of increasing and diminishing returns! 

3. The agricultural statistics given above indicate a very grave 
danger in statistical argument in India. It would be easy to compile 
table after table of comparative statistics showing the relative 
amounts budgeted to education in. say, Great Britain, the United 
States, France, Australia and India, but to draw definite conclusions 
and omit all other factors—as to the present state of education, the 
standard of life, the characteristics of the people—^merely reminds 
us of the well-known and very true aphorism about the three grades of 
lips—lies, damned lies and statistics. India is a country sui generis, 
and does not readily admit of comparison with Western States and 
the greatest care must be taken in working comparative statistics in 
India. 

The statement that economic development or industrialism 
should precede education requires very careful analysis. In the 
first place it must be noted that education is a factor of production 
of prime importance. Much of the argument of the man-in-the- 
street againsl education is founded on a misconception of the mean- 
ings*of the terms “ productive ” and “ unproductive.” Productive¬ 
ness, he thinks, is synonymous with mining and ploughing, i.e., 
actually bringing forth the “ produce ” of the earth. The mining 
clerks and the capitalists he will also admit as agents of production. 
But school teachers, inspectors of schools and the whole organizing 
staff of education, if not all the administrative agencies of Govern¬ 
ment, he will dismiss ds unproductive. It is scarcely necessary to 
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refute the fallacy. A primary school teacher is as integral a part 
of the total production-process as the coal miner. The university 
professor “ produces ” just as does the capitalist. Each has his place 
in the productive scheme of things. 

In the second place there is a very close connexion between 
education and the standard of life. Before 1870 in England there 
was a relatively high standard of living; but since the Industrial 
Revolution in general and 1870 in particular there has been a rapid 
rise. Education, democracy and an increased idea of comfort have 
gone hand in hand, and we see it at its maximum to-day in a country 
like Australia where democracy has reached its highest. In Australia 
the standard of life is very high, as also is the place which education 
holds in the public esteem. The Labour and Liberal Governments 
of Australia do not hesitate to pour public funds into the channels 
of education, for they recognize that the strength of their democracy 
depends on a healthy mind underlying it. I recently saw an 
example of Australian educational policy in the extension schemes 
of the Australian Universities—particularly Sydney University, 
where I was informed the aim was to let every working man, whether 
in Sydney or in the “ back blocks,” have at least some of the benefits 
through books and lectures, of a University education. In fact, 
national systems of education have been due to the Industrial Revo¬ 
lution. The Industrial Revolution destroyed the old individual and 
family self-sufficiency and threatened to annihilate the very lives 
which brought about the revolution; it also led to a need for increased 
skill necessitated by new inventions. The former of these led to a 
national system of education, for as Adam Smith pointed out. 
Government alone could prevent the dangers of the degradation of 
the working classes by provionng elementary education for the poor. 
The latter led to technical education. Technical education is as yet 
young in India; but it is, and much of the casual criticism of educa¬ 
tion in India is due to the fact that “ education ” is usually regarded 
as purely literary education. 

' The position of education at present in India is parallel to that 
before the Industrial Revolution in Europe. For centuries education 
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in Europe was no more than the training of soholara. The pursuit 
of learning for its own sake and the advancement of culture by 
studying of the past were the main aims of educated men. As Mr. 
Fabian Ware points out, “ the interdependence of mind and soul and 
body, pointing to the concurrent training of this human trinity into 
a sound and fully developed living organism, capable of conquering 
the actual surroundings in the midst of which it had to exist, had 
been lost sight of, and was not restored to the world until rediscovered 
by modem science, and expressed in new formulas with added 
truth.” 

In India scholarly education has held the field up to the present 
to the detriment of scientific and technical education. Grovernment 
has in many ways tried to cultivate technical education in its many 
branches but the results have not been commensurate with the efforts 
made; and the failures are not to be ascribed to weakness on 
the part of Government but to a lack of will on the part of 
the people. 

What is the outcome < At present, the various Arts Colleges 
in India—in Bengal in particular—are crowded out, so much so that 
if the present rate of progress is allowed to go on unchecked there 
will scarcely be standing room in the colleges. Many of these 
colleges teach science subjects it is true, but in very few cases does 
the science teaching end in anything outside the legal profession or 
that wide scope of employment, “ Government Service.” Over¬ 
crowding of professions is the result, and overcrowding simply means 
wastage of life and public money. The weaker—and many of the 
weaker in the legal profession might relatively be stronger in other 
professions—drop out, and late in life have to start in other channels 
of employment. There is a considerable loss of vital force in this 
process, and the loss is aggravated in a particularly insidious way. 
Many law graduates recognizing after a few years waiting, that they 
have little chance of success at their chosen profession, join the 
teaching profession. School-teaching is vitally important in the. 
production of good workers and good citizens, and if it is in untrained 
or incompetent hands the whole state-fabric suffers inevitably. 
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Workers who, trained for one line of work, have later to adapt them¬ 
selves to a different line are relatively unproductive. In the mean¬ 
time, of course, a very considerable amount of Government subsidy 
will have been spent in the wrong education of what might have been 
the right men for other purposes The sum-total result is a lessening 
of the productive energy of the country, with concomitant waste of 
public funds and human life. 

This suggests a further study, which however I cannot enter 
into in detail in this note. Although T have not by me a comparative 
table of statistics for any satisfactory number of years, I am 
persuaded that on general principles no Government in the world 
has done so much in the w ay of subsidy for its student citizens than 
the Government of India. Here 1 may be allowed to quote what I 
have written in another place {The Calcutta Review, April, 1915). 
Speaking of the differences between European and Indian student 
life I wrote :— 

But a more startling—and more vital—contrast between the Eastern and 
Western systems of University education is the contrast of expense. Judged 
by Western standards. University education in India is notoriously cheap. 
Students in Calcutta, which is the dearest centre in Bengal, living in a mess 
or hostel and paying college fees at the ordinary rate, may live at a monthly 
expense of anything from Es. 25 to Rs. 30 a month. In fact, it is possible for 
students living in cheap unattached messes and attending colleges with a 
monthly fee ot Rs. 6 a month to have a full course of college education on 
Rs. 20 per month. Even taking Rs. 30 as the minimum, a student may be a 
B.A. or M.A. with an expenditure ot £2 to £3 a month. Taking the working 
year at seven or eight months, the annual expenses for fees and living would 
be some £14 or £21. Of course most Calcutta students spend far more than 
this, but the fact remains that a University education is procurable for that 
expenditure. At the same time the colleges have to be properly e(juipped and 
staffed, and the various agencies in the organization of education remu¬ 
nerated. It is here that Government steps in. Perhaps in no country in the 
world at any period in history have greater relative demands been made upon 
Government for education than in India. Nor has any Government been 
so responsive. The idea of Government subsidy which permeates the whole 
Upiversity scheme of things in India has led many thinking men to consider 
whether in this extensive subsidy of University education there is not economic 
danger. Education indeed is a factor of production of the first importance, 
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but in India many other urgent factors are to be considered; ai^d while one 
must always insist on the supreme importance of primary and secondary 
education, it is difficult to sympathize with wholesale Government expenditure 
on Univoisity education. University education in the West depends largely 
on private sources, but in India Government is looked on as responsible alike 
for University, secondary and primary education. State elementary education 
is a lecognized axiom in all modem governments, but few modem governments 
recognize an obligation to help Universities till the elementary conditions of 
University education are secured. These conditions are, in a word, good 
primary and secondary schools. When these conditions are secure, then the 
more Government can spend on the spread of higher education the better will 
it be foi the country. But to hesitate as to which balance the gold is to be 
thrown into means dissemination ot public forces with consequent lack of 
concentration and loss of efficiency. 

This same idea of subsidy pervades the University residential system. 
It might very fairly be argued that a student should be able to pay for a 
certain type of life as well as for college teaching. In Oxford and Cambridge— 
or in fact Western Universities geneiall>—no questions are asked on this 
point; it is a sheer necessity. But in India there is a constant tendency to 
whittle at logical principles. If the University regulations lay down that a 
student must pay fees for lectures and if it lays down that he must live in a 
certain type of house, then it surely can insist on his paying at least enough 
lor his board and lodging to ensure no loss to either University or Govern¬ 
ment. The University regulations are virtually the agreement or (‘ontract 
of the University with the student, and it should not be difficult for either 
party to abide by them. But the plea of the “ exceptional case ” has proved 
too strong. Poverty as such has been the cause of many a liberation from 
I he ordinary responsibilities of college education. Poverty is a sound plea for 
tree vUmcntary education, but the only claim that poverty can put forward in 
University education is that poverty with ahihty should be subsidized* No 
one can object to a clever but poor student being subsidized, but let that 
subsidy be not a Government dole but a private foundation. Compassion for 
a poor but dull student, taking the foim of encouraging him by remission 
of fees and expenses oi living to go on for a degree which he cannot take, is 
a refined form of cruelty, and a clear form of social wastage. If all free- 
studentships and all free seats were abolished and only scholarships given on 
the ground of ability plus poverty, then at least one canker of our modem 
system would be removed. In many cases there might seem to be hardship, 
but the rule is a salutary one, and once made it would have to be observed. 

Beyond that, de minimis nyn curat lejt. 
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In his Convocation Address in January 1906, Sir Alexander 
Pedler spoke similarly. In detailing the causes of the want of 
practicalness in Calcutta University, Sir Alexander said ;— 

**The third cause......ia one.which is absolutely detrimental to any¬ 

thing like really efficient work in High Education. T allude to the desire, 
which has actually become to a large extent an accomplished fact in (Calcutta, 
of making University education so cheap that it can be availed of by the 
children of even the poorest parents. And when T sav that the average 
annual cost of education in all our Bengal Colleges of a student in reading 
the Arts courses is only about Rs. 125, or about £8, it will be seen how cheap 
it has been made. I also quote from mv own annual rei)oii the cost of 
education of each student in three principal first grade colleges in Bengal 
managed by Indian gentlemen. The figures are twenty-seven (Rs. 27), 
twenty-nine rupees (Rs. 29), and thirty-two rupees (Rs. 32), or say loughly 
the cost of such education was two pounds sterling per student for the year 
1904-05. We need scarcely compaie this cost with that of an English 
student attending Oxford or Cambridge. T would ask, is it to be expected 
that an efficient University Education for a degree can be provided for such 
an amount? How can really efficient Universitv Education be given for £8 
a year, and much less for £2 a year. 

How can, for instance, Rcien(*e be taught with laboratories, together with 
appliances for lectures and for the use of students for £2 ot even £S per head 
per annum?" 

For anyone who cares to take the requisite trouble it would be 
a very interesting study to analyse the relation between the current 
standard of life in the middle and lower classes of different countries 
and the expenses of University education. I am afraid that India 
would not fit well into a comparative table. At the beginning of this 
note I pointed out that the total expenditure on education has 
multiplied threefold since 1901. A notable feature of the figures 
'is that the expenditure on education from public funds has increased 
in percentage while the percentage contributed by fees has fallen. 
The former has risen from 439 per cent, to 51*5 per cent., 
the latter has fallen from 58 per cent, to 48*6 per cent. 
This may indicate indeed a laudable advance in primary 
education; but one cannot but hesitate in giving approval 
if it applies to University education too. University education is 
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not meant for the masses: it is for the able few and “ able ” implies 
mental and financial ability. Nowadays mmital ability is usually 
well enough subsidized; but to subsidize University education as a 
whole without discrimination implies an appalling loss. The 
wastage of life and effort I have just alluded to is obvious; but there 
is another and very subtle wastage I have not yet mentioned. The 
present attitude whereby Government is regarded as the spoon-feed¬ 
ing father and mother leads to a loss of personal effort on the part of 
both parents and students which must be added to the already big 
loss of national efficiency-force. Unrewarded ability is uneconomic; 
but it is certainly not half so deleterious as laziness and incom¬ 
petence bolstered up by subsidies. There is also the lack of stimulus 
to private enterprise; while finally there is the diversion of public 
funds into relatively uneconomic and unproductive channels. 
Professors and teachers have to be paid to teach and examine much 
material which should never come before them. Take a simple 
example. If 15,000 students appear'at the Matriculation Examina¬ 
tion and 5,000, or 33-3 per cent, pass, it is obvious that there is wastage 
of energy not in one' but in many directions—on the part of 
examiners, organizers, teachers, and students. An inefficient 
scheme of education thus is uneconomic from beginning to end. Not 
only is it uneconomic, but it*is unpolitical; if I may coin a word to 
express the danger to citizenship. A good system of education is 
to be judged, as Fitch pointed out, not by the number of its failures 
but by the number of its successes. 

I have far exceeded my limit of space in this note. The remedies 
—raising standards of examination or raising school or college fees, 
making training colleges efficient for the production of efficient 
teachers, the raising of the pay of teachers, and so on, I leave for 
the present; I trust that some one may take up some of the lines of 
enquiry suggested and give them to the public in some future issue 
of this Journal. 


ProtHoneg College. 


R. N. GILCHRIST. 



THE MORATORIUM. 


Tt is proposed to study, in this paper, the uses and danj^ers of 
moratoria, and to undertake a hi.storieal review of the chief occasions 
on which they have been employed. 

A moratorium has been defined as “ a legal authorization post¬ 
poning for a specified time the payment of debts or obligations.” 
This is a good definition from the legal point of view. Another 
definition may, however, be suggested as more likely to bring out the 
economic significance of a moratorium. It may be defined as a com¬ 
pulsory continuation (through the action of the State) of the volume 
of credit existing at the beginning of a particular crisis. Even the 
State cannot undertake to regulate the dynamic fluctuations of cre¬ 
dit, for the volume of credit must be ultimately based on, and regu¬ 
lated by, the volume of production; but the State can, temporarily, 
crystallize the credit situation existing at a particular moment. This 
policy of continuation of credit is to be contrasted with the alterna¬ 
tive policy of extension of credit, under the authority of the State, 
which has been followed in some countries and at certain epochs, as 
for example by Germany in the present war, by France during the 
Revolutionary wars and by the United States in the Givil 
War 

Moratoria bear witness to the growth of economic solidarity and 
also to the growing magnitude of wars. Modern nations are so far 
dependent on credit, that they may be said to be living in a regime 
of Credit Economy. Credit possesses such'a controlling influence 
on both finance and production that a paralysis of credit by war 
would paralyze all economic activity. Hence, during great wars 
and disturbances the State, in its own interests as well as in the 
interests of the nation, feels it necessary either to order the 
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continuation of the existing private credit or to interpose and 
extend its own. 

Could the warring nations have evaded the necessity of declar¬ 
ing moratoria by financial preparations made in advance of the war ? 
Of course, if some sort of “ reserve provision ” could be made against 
wars, so that an early and adequate extension of credit could be made 
possible on their occurrence, a moratorium would be superfluous. 
Rut financial experts agree that no such efficient preparation could 
have been made in advance. Both France and Germany have been 
preparing for decades against the present crisis; and yet when the 
time for action came, the former took refuge under the most compre¬ 
hensive scheme of moratoria ever devised, while the latter adopted a 
policy of the most lavish extension of loans, and, even then, could 
not avoid a certain number of moratoria. At least since the Agadir 
incident the German Banks, by Imperial command, have striven to 
make their resources more liquid and concentrated at home. In 
France, too, constant preparations have been made both by the Bank 
of France and by the other great banks for a rapid financial mobili¬ 
zation. A high authority, H. Germain, could say on behalf of the 
other banks that they were ready for any event, if the Bank of 
France was ready. The present war dissipated all this confidence 
in a moment. The truth, of course, is that no one can possibly foresee 
either the moment of the occurrence of the war, or its extent; nor can 
it be known beforehand in what condition the banks and the markets 
will be at the time. It follows that neither the demand for credit 
at the inception of the crisis, nor the extent to which the banks are at 
the time able to supply it could be anticipated. If then no prior 
preparations could avail against war and the accompanying panic, 
it follows that the financial institutions must be given a “ breathing 
time''’ to assemble their resources for the task of preparing the machi¬ 
nery for financing the war. They must be protected for some time 
from outside claims and demands in order to address themselves to 
this work and to organize a system of co-operation. The “ breathing 
time ” need not be very long—^indeed we may say the shorter and the 
less formal a moratorium^ the more good it can produce. A judicious 



The Moratorium 


76 


extension of a conveniently occurring Bank holiday might, it has 
been urged, do a great deal. In the Middle Ages there existed both 
the fashion and the need for long moratoria extending even to periods 
of five years (quinquennalia); but with the modern credit conditions 
a moratorium is an essentially short period affair. 

It has been argued that what the state of credit requires in war 
time is a stimulant in the shape of loans and not a sedative in the 
guise of a moratorium. It is admitted here that a moratorium should 
be only a short period phenomenon, and should be supplemented as 
soon as possible by a judicious system of loans. But to the proposi¬ 
tion that loans should be the starting point of war finance, there are 
weighty objections. In the first place, time is required to organize 
a system of loans and to decide on who should be the recipients and 
in what measure. But apart from this it is clear that loans offered 
at once would be “ absorbed in large gulps ’’ in the first panic condi¬ 
tions. Moreover, loans offered thus early and taken up while the 
volume of industry is still on the peace scale would cause inflation 
later on when business falls to the “ war normal ” with the disorgani¬ 
zation of hon^ and foreign markets. The volume of credit should 
be proportionate to the volume of production; and to extend credit 
while production is contracting, is a c'ourse of treatment not to be 
recommended. When, however, something like the “ war normal ” 
has been reached, the time has arrived for supplementing the help 
given by the moratorium by help given in the shape of loans which 
can then be proportioned to the requirements of industry in the time 
of war. Herein lies the difference between the loan policy followed 
by France and England (countries which made a moratorium the 
starting point of their war finance) and the policy followed by 
Germany. Production being disorganized in the time of war, pro¬ 
perty was used in Germany as a measure for granting loanS. This 
led to inflation. 

The necessity for some use of moratoria is shown practically, in 
the present crisis, by the extent to which moratoria have been pro¬ 
claimed by various countries. Of course, as Mr. Lawson observes, 

“ without declaring a moratorium the Americans gave themselves, the 
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benefit of it. On the other hand we declared a moratorium, but most 
of us repaid our debts all the same.” It is admitted that a conser¬ 
vative and honest national character is a great asset, and a healthy 
public opinion is of the highest value both to avoid the abuse of mora- 
toria and to terminate them betimes. Hut would even these assets 
availed much if Paris had fallen or England had been invaded ? In 
stu b an event the moratorium would have lieen most useful at any rate 
as a second line of defence. 

The necessity of a moratorium of some kind being thus shown 
we can prtxjeed to examine the varieties of moratoria and to examine 
the merits of each. (1) The bill moratorium has been most widely 
employed and its advantages are obvious. The bill market is the 
nearest point of contact which a country has with the foreign coun¬ 
tries and when the foreign drawers are unable to liquidaU* their obli¬ 
gations the market must be disorganized. Mr. Withers tells us that as 
“ foreign debtors could not remit the funds to meet the bills that had 
been drawn on Loudon to provide them with credit, it was clear that 
the banks and accepting houses, and also the bill brokers were in a 
very awkward position.” In a similar .strain Mr. Raphael Georges 
Levy sjieaks of the difliculties of the French bill market. The I'rench 
banks having opened credit to foreign states, societies and banks had 
to liijuidate although they had received no covering remittance. 
“ The war had prevented many of these covering remittances from 
being sent to Paris. These engagements of many milliards weighed 
on the banks and paralyzed their activity.” The only remedy was a 
bill moratorium; for there was no time just then to devise the scheme 
of relieving accejitors which made its appearance later. Indeed, 
even if the State had prejiared such a scheme in advance of the war, 
the only result would have lieen to encourage reckless acceptances; 
while.-as it was, Mr. Withers has shown that “ finance bills had been 
created too rapidly.” Hence on this subject we may conclude with 
Professor Foxwell that “ this bill moratorium was probably an 
inevitable measure.” 

(2) But the bill moratorium only prepares the way for the 
banking moratorium; for the Moratorium, like Protection, tends 
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to multiply itself. So far as banks are acceptors of bills they gain 
by the bill moratorium; but so far as they are holders of bills their 
position is weakened by it. On the balance, however, the banks are 
weakened by it, since, acceptance of bills is only an incidental func¬ 
tion of the banks, while holding of bills as liquid assets is very largely 
practised by them. 

The banks are also threatened by the closing of the Stock 
Exchange or by a moratorium in that institution. Thus the French 
banks were dissatisfied because by a decree of 27th September 1914 
all demands in payment of claims relative to purchase and sale of 
stock prior to August were suspended. The closing of the Stock 
Exchange makes the investments of banks unsaleable, while a mora¬ 
torium on Stock Exchange introduces difficulties as to repayment of 
loans. 

These growing difficulties of the banks force them to demand a 
banking moratorium, and they can make out a fair case for it. Even 
a stern critic like Mr. Withers admits that if there was a mistake 
in declaring a banking moratorium, it was a mistake in the right 
direction. lie wishes, however, that before resorting to this measure 
a suspension of the Bank Act should have been tried. On the other 
hand it may be submitted that similar powers given to the Bank of 
France have not averted a banking moratorium in France. It may 
also be urged that with the great reduction of the reserve of the 
Bank of England, which took place in the early portion of the crisis, 
that institution could not have easily extended much help to the 
other banks. 

But though the arguments for a banking moratorium are 
strong we must not lose sight of its dangers. Unless numerous 
exceptions are made to it, or it is used by the banks with great self- 
control, it will virtually lead to a general morktorium. But further, 
the experience of France in the present war shows how a banking 
moratorium causes a distrust of the banks, with the result that after 
it is relaxed, the depositors withdraw as much of their money from 
the banks as they can, and hoard it. France has thus lost the use 
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of milliards of francs which are only very slowly getting back into 
circulation. 

With the general moratorium we come to the least defensible 
and the most demoralizing form of moratoria. Discrimination is 
of the essence of any scientific use of the moratorium, and a general 
moratorium is an undiscriininating and universal suspension of pay¬ 
ments. Thus in France the general suspension of contracts has 
encouraged a general belief in state socialism. We are told by a 
leading journal that “ to many people the moratorium appeared in 
the light of a general permit from the state to the individual not tc 
pay his debts.” Apart from this, as Professor Foxwell has 
remarked, a general moratorium shakes the international credit of 
a nation. Consequently it is a measure to be avoided at any cost. 
No doubt the temptation to resort to it is very strong, especially in 
countries which rely on conscription. When the French Govern¬ 
ment blamed its troops in 1871 for fighting slackly against the 
Commune, the citizen-soldiers answered “ How can you expect us 
to expose our lives in the streets at the very moment at which the 
herissiers are seizing our goods ?” The retort was just, but a general 
moratorium is not the only way out of the difficulty. A better 
method is followed by the Government of India which has provided 
by Act XII of 1915 for the special protection in respect of civil ami 
revenue litigation of Indian soldiers serving under war conditions. 
It is wiser to have a few special moratoria for the relief of particular 
classes most affected by the war than to rush into the great dangers 
involved in a general moratorium. Many European countries have 
solved the problem of discrimination by leaving to the law courts 
the discretion of granting protection and delay to debtors. 

Before we come to the more recent instances of moratoria a word 
may belaid as to the origin of the institution. It seems to have been 
a standing institution of the Holy Roman Empire. We are 
informed that a Bechtspolizeiordnung of 1577 conferred the right 
of granting special moratoria on District Magistrates who were 
empowered to grant them to individiial debtors fw periods as long 
as five years. Later oomipercial legislation in Germany confined 
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the power of granting moratoria to High Court Judges or members 
of superior courts. General moratoria were also granted to entire 
classes of men, as for instance to merchants, especially after wars. 
Before the Nineteenth Century all this could be done without requir¬ 
ing any sp^ial legislation; but, about the middle of that century the 
opinion gained ground that such habitual suspensions of contract 
were not advisable. The right to grant private or special moratoria 
was abolished by the new Civil Procedure Regulations as well as 
by the revised Bankruptcy Laws. This, however, has not deprived 
the Empire of the power to grant general moratoria by legislation 
ad hoc in time of war. 

There was a moratorium in England in the time of the 
Restoration, the credit of discovering which belongs to Mr. 
Lawson. 

But, France may be called the home and native land of the 
moratorium and the laboratory where the most interesting experi¬ 
ments in moratoria have been tried. We need not, however, go back 
to the times when impecunious French Kings were in the habit of 
profiting by those measures to avoid the importunity of their credit¬ 
ors. Tn 1830, when the July Monarchy was inaugurated, the Muni¬ 
cipality of Paris interfered to prorogue for ten days the maturity of 
all bills payable in Paris. Further, when the July Monarchy fell in 
1848 and there were great disturbances in France, the Government by 
successive decrees proclaimed a bill moratorium for eleven days; 
and the prorogation was further extended by the National Assembly. 
The effects of this bill moratorium were felt for a long time after. 
More than four years later the return of the Bank of France con¬ 
tinued to show a million and a half worth of unpaid bills as the 
sequel of the bill moratorium of 1848. 

Soon after the Franco-German war broke out demands were 
made by merchants for a bill moratorium. What was enacted, how¬ 
ever, by the law of 13th August 1870 was not the postponement of 
the date of maturity of bills but of the period of protests for bills 
drawn before the date of the law. Further, a law was enacted that 
no proceedings could be taken against citizens called to military 
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service and the gardes mobiles under the flag during the period that 
the war lasted. 

The project of the law was debated by a Committee of the 
Chamber, and the proceedings are very instructive. On the one side 
it was argued that the moratorium should be extended to the banks 
as well, “ for how could a banker be kept to the engagement to give 
them up when called for, when nothing was coming in to him >" 
There were demands not only for a banking moratorium, but for a 
general moratorium It was said that “ whilst it would put a moral 
constraint on all people to pay their bills, it would shake the credit 
of those who, though honest, might be unable to do so, and that this 
might have been avoided by a general suspension of pa 3 maent.” The 
opponents of the moratorium, on the other hand, pointed out that 
“if France did not fulfil her obligations with foreign countries, 
commercial transactions with them would not be continued.” Thus 
the arguments on both sides were put very fairly before the 
Chamber. 

Undoubtedly a mistake was made in establishing a bill mora¬ 
torium without giving any sort of help to the banks An anta¬ 
gonism was thus introduced between the debtor and the creditor 
classes of the financial system of France. The bankers were, in 
1870-71, urgent for a quick and abrupt termination of the mora¬ 
torium, but the demand was resisted successfully by the other side 
We have learnt in the crisis of 1914-15 that with a bill moratorium 
steps must be taken to help the banks It may be pointed out that 
some of the finest and most efficacious measures taken in 1914 for 
helping the banks and for rehabilitating the bill-market, were anti¬ 
cipated in 1870 by the sagacity of a French deputy We find a M 
JjO Ceme of Havre proposing that “ the Bank of France shall sus¬ 
pend cash payments; that it shall be authorized to discount bills with 
two signatures for four months; and that the Government shall be 
responsible to the amount of 50 per cent of all losses sustained by 
it in discounts recommended by the Government during the war.” 
This remarkable proposal, which would have anticipated the war 
finance of 1914-16, was, hpwever, rejected. 
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Bf the- eod of Septwnber 1870 the Government ordered that 
“ depositors in Savings Banks demanding reimbursements shall 
only receive 50/. in coin, the rest in Treasury bills.” 

But it was (Hily doe to exceptional reasons that France avoided 
a general banking moratorium. Tt is interesting to know how they 
were able to exist in spite of a run on them so formidable that one 
bank—the Society Generale—alone had to pay out more than five 
millions sterling; and yet the same bank could distribute a dividend 
of 6 per cent. The fact was, that the French banks had taken to 
heart the lesson of the crisis of 1848 and had invested their 
resources in large blocks of convertible securities. These were sent 
out of the country to be sold in England, and against the proceeds 
the Bank of France continued to make advances to the other banks. 
It was only by such heroic mea.sures that a complete banking 
moratorium was avoided. 

On the 30th September 1870 there was proclaimed a rent mora¬ 
torium for the department of the Seine. That a rent moratorium 
is a dangerous measure was shown both in 1871 and 1915. The 
poorer sort always find it hard to pay their rent, for the payment 
takes up a very large portion of their income. To expect them after 
a few months of war to pay up all arrears is to expec-t an impos¬ 
sibility. We are told in 1916 that this is the sorest point when 
efforts are made to raise the moratoria and “ the Government (of 
France) has itself admitted that successive decrees on this head have 
created a condition of complete demoralization; but the pressure of 
the Socialist supporters makes it difficult for them to act.” If such 
is the situation now, it was not likely to be better in 1870. 

The bill nKH*atorium of 13th August 1870 was renewed on 
13th September, 11th October, 10th November and 14th December 
1870. Fresh prorogations took place on 27th January and 9th 
February 1871. Indeed so strong was the tr^d towards the bill 
moratorium that in some of the districts the Prefect would not 
wait for the decree from Paris but insisted on anticipating it on bis 
owrf authority Things were made worse by the ooofiicting decrees 
issued by the Government Tours which pron^ued the maturity 
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of bills (as distinguished from the protest) thus following the 
practice of 1848. 

Amidst all this confusion the State had done wisely in setting 
its face against a general moratorium. Such an institution might 
have undermined even the thrift and honesty of the French nation. 
For this piece of self-control France was rewarded by the strength 
of its finance even after the termination of a most disastrous war. 
When the Bank of France published its accounts at the end of the 
war, the total of the discounts running and of overdue bills was only 
£35,000,000. A few months earlier the former item alone had 
amounted to £64,000,000 This argues, as was stated then, an 
unexpected facility in getting in money during an invasion and 
revolution. “ Their bad and dubious customers, one would imagine, 
would certainly stop at such a time, and even their best customers 
would require to be ‘ kept going ’ and would not be able at such a 
crisis of difficulty to refund or to do without any large amount of 
the advances usually made to them ” Such a phenomenal result 
would, of course, have been rendered utterly impossible had a general 
moratorium been instituted. 

But even without that incubus it was found most difficult to 
raise the bill and rent moratoria. The process began in March 
1874, but it was not till November that bills prolonged by law ceased 
to appear on the returns of the Bank of France. It is only in the 
present war that England has taught the world the methods of 
terminating moratoria promptly. 

This long drawn out process of raising the bill moratorium 
began with the law of 10th March 1871, when under the guidance 
of M. Dufaure the National Assembly fixed various periods for 
payment; seven months being allowed for payment of bills falling 
due between 13th August and 12th NovemW 1870. This law was 
the occasion for a display of the long-standing opposition between 
the debtor and the creditor classes in France. The legislation was 
strongly supported by the banks, especially by the Bank of France 
which held unpaid bills amounting to 800,000,000 francs. The 
debtors argued that the fluoratorium shoiild not have been closed so 
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early, since the traders who had done little business during the war 
were unable to pay up by the time prescribed. They claimed further 
that the principle of payment by instalments should have been 
adopted. We may note that the system of gradual liquidation has 
been adopted in our days; and more use might have been made of it 
in 1871. Thus a French decree of 1915 has provided “ arrange¬ 
ments for facilitating a partial liquidation ” of the bill mora¬ 
torium; and as to the banking moratorium, too, successive decrees 
in 1915 have allowed the depositors to withdraw 10, 25, 50 and 75 
per cent of their total deposits. Ihit in 1871 it was believed that 
moratoria could be abruptly terminated, decrees were therefore 
passed which could not be carried into effect As a contemporary 
observes “ The working men who have been living for six months 
and more on public doles cannot be expected to pay nine months’ 
arrears of rent.” 

Hardly was Dufaure’s law made, when it had to be modified. 
It was only after various delays that the law of 26th April 1871 ter¬ 
minated the moratorium for the greater part of France Though 
even then protests were not wanting from municipalities like that 
of Lyons which favoured the payment of debts by instalments In 
Paris the financial settlement was greatly delayed by the Commune. 
It is very probable that the cause of the Commune was promoted by 
the steps taken to terminate the moratoria, which drove into rebellion 
many debtors who had no hopes of liquidating their engagements. 
The Commune, while in power, decreed that the commercial bills 
should be paid by instalments within two years. On the burning 
question of overdue rents, the Commune decreed that “ nobody 
should pay anything for the last nine months.” The Versailles 
Assembly ordered that “ landlords shall be paid in full, but it 
authorizes juries to compel them to make reductions in rents of low 
amount (600 /), and subject to being reimbursed at the expense of 
the State and the Municipality, and to grant delays for high rents.” 
Thus the landlords were saved from any loss whatever. The bill 
moratorium, too, had been extended in May and it was only by the law 
of 4th July 1871 that it was ended. The payment of bills went on 
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v'ith 'promptitude and at last in November'the last of the unpaid bills 
ceased to appear in the return of the 'Bank of France. 

Such is the history of the (French moratorium *0f 1870-71. It 
showed the necessity of supplementing the bill moratorium by other 
measures for helping the banks and for a rehabilitation of the bill 
market. Had 'the large scheme proposed by M. Le t'eme been 
adopted, the experiment would have been more-successful. Matters 
were made worse by complicated and conflicting 'decrees and also 
by the attempt to terminate the moratorium Abruptly. It was left 
for our generation to discover how to terminate the moratorium by 
extending other assistance to debtors, 'by 'making arrangements 
facilitating partial liquidation and'by co-operating with a healthy 
public opinion 

'In a second article I propose to discuss further historial 
instances of the use of the moratorium and to consider'the lessons to 
be drawn from them. 


J.C.OOYAJ'EE. 



tlOTE aN TWO FORMS OF INDEX NUMBERS. 


Thb conception of a general level of prices lis similar in some 
respects 'to the 'conception ofithe height .of the centroid of a grot^p 
of bodies above a plane. Let m, mt ■ ■ rn„ be .the linages 
of n^euch bodioa and .y, be their heights abose.the 

plane, respectively, then the height 1/ of the centroid above ^he 
plane is 



If by some chance the heights and masses are altered and are now 
represented by the same letters dashed, then, the new centroid will be 



Thetratio of these two may be represented by^K, sp that 


_ .y' _ .£>»'.y' ^ 

In discussing price levels we raay deal with prices and quantities 
of goods sold in much the same way as we have dealt with heights 
and masses. 


,Let jpi . . . />n be the prices of the commodities during 

one year and p^' p^' pa' . . . be their prices during some later 

year ^thoseprice lovd we wish to compare with the first. 'Let 
y 2 9^8 • • • the quantities of the commc^dities, respectively, 

which are sold during the base year and y'l 3^2 2^8 • • • he - the 
quantities respectively sold duiptg the later year. Then the level of 


the prices in the base year » — and the level in the later year » 
This level compared with pf the base year may be 
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represeuted by I, and 

Zpf/ 

So far we have not discusHed the units in which the quantities 
and prices are measured. The quantity chosen is that amount which 
iriay be sold for I rupee or the monetary unit during tlie base year. 
Therefore Pi-Pt-Ps- • • • p\ p\ p'^y are the 

prices of similar quantities during the later year, and are the ratios 
of the prices as usually expressed to the prices in the base year. 

. It follows then that Spy however expressed will be equal to 
the total sales effected during the year. Also Spy = Sy and Spy' - 
Sy', for p, = = pa ==. = pn= 1* Hence the relationship for I 

may be expressed 


Vu 

f 


as 


or 


1 = 


^ //v' 


Sv 
s />'7' 
Sc/' 


This latter expression is the favoured one used by Professor 
Irving Fisher 

The objections to this are obvious. It is difficult to find the 
quantities bought and sold, for a series of commodities and for a 

series of years. Further, the calculation of — is somewhat a 

laborious one. Hence, other formula have been suggested and one 
which is very commonly used is the arithmetical average of a number 

V / 

of prices, ratios (— 

Let ^ / It is now necessary to see how far k differs 

from I. Lei +^'i=/^'8 + ^8= =p'ii“H^n~I then SgS^ — 

— 6m are the amounts by which the price ratios differ from the 
ratio I. Summing these we have :— 

i.5=;+H 

« n 

but - K 

n 


.I-K = 
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If the j‘s are all small and some negative and others positive, 

then — must be a small quantity, if we assume n to be large. This 

assumption is not accurate as far as Index Numbers for Indian 
Prices are concerned. Especially is this so when two years at some 
lengthy interval apart are considered. Take Robertson's price ratios 
fortheytar 1908. The highest is *281 and the smallest 56, S in 
these cases must be large. 

The price of a commodity is related to the quantity sold 
by the “ law of demand ” which may be mathematically expressed as 

~ ^ where e==the elasticity of demand, d.r==the change 

in the quantity of the commodity bought. In the problem in bond 
it may be placed equal to y'l—for the first commodity, and by .a 
similar quantity for each of the succeeding commodities, giving them 
the proper suffixes. 

.r=the quantity sold and here it may be taken as equal to (/, 
jy=the price of the commodity. This requires consideration 
The “ law of demand " assumes that the value of money remains con¬ 
stant. If, however, the unit changes from 1 to l/I in the interval 
from one year to the next, the price p of the base year will become 
p\ ill the subsequent year supposing no change in quantity to take 
place, butj 9 ==l therefore the price would be I, i.c., ?/=I. 

dy—t\iQ change in price, and this would have been brought 
about by changes in the quantity of the goods and not by changes 
in the monetary medium. This change may then be taken as —I 
This is equal to — ; for jo'+(5i = I. We have then :— 





Similarly 

y«—y»— 
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= L t'L-^ ; fOT, —= 1--K 
« (1/ n 


yg-g 

1 n etj 


It will be seen from this expression that when there is no 

change in the quantities bought and sold then 2^^^=0 or K—I. 

If, however, there takes place an expansion in trade from the 
base year to the year whose index number we are discussing, then, 

it is probable, that — 2 » positive quantity; and it is a 

nesraiive quilhtity if there is a contraction in trade. Hence in the 
first case K<1 and in second case K>I. 


This conclusion is not correct for every expansion, for there may 
take place a contraction in some heavily v eighted commodities whose 
elasticity is small and thus, although a general or total expansion 
takes place, the terms relating to these few commodities may give a 
negative value to the fraction. 


liet 



+ Ai =» 


'27 2 


+ Aj ... 



then 



>nd 



2 '/'—Sy + 2<’v'i A. 


but it may be Urge, if a few of the eq'/^ happen to be large and 
of the same sign. 

Generally then we have 

K_ 2>/—£y _ / Seg'A 

I *1 n 


are 
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therefore when when trade has expounded, K<1 and 

when i.e., when trade has contracted, K>I. 

To verify these results two wide numbers have been constructed 


one from the formula 


P 

n 


and the other from 

-q 


for 11 commodi¬ 


ties : Coal, Iron, Wheat, Rice, Tea, Coffee, Sugar, Cotton, Juts, Wool 
and Tin. These commodities were selected because the quantities 
produced, consumed or exported were available and could be used as 
weights for the years from 1900 to 1909. The results are given in 
the tables below :— 


The first table gives a period of expanding trade and liere 
K<I except for the three years 190.S, 1904 and 1905, whieli are 
years in which Rice, Wheat and Cotton, which are heavily weiglued, 
were abundant while the other commodities are not so aburKlant. 
The second table gives the period of contraction from Is00 to L909 
when K>I 


Taiu k I. 


Year. 

II 

K = 

n 

X/ 

1900 

100 

100 

118-0 

1901 

97 8 

94'6 

123-5 

1902 

97-s 

93-4 

129-4 

1903 

93 4 

945 

135*9 

1904 

97 .> 

99*6 

156*9 

1905 

101 2 

103-2 

146*7 

1906 

117 5 

114-2 

« 

165*5 

1907 

134 5 

123*2 

153*6 

1908 

132*3 

123*8 

150*7 

1909 

1212 

115*7 

146 3 
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Tabu II. 


Year 


?? 

_ _J 

J5V' 

1906 

100 



1907 

106-3 



1908 

10.18 1 

109-2 


1909 

106-5 

1_ 1 

105-6 



The figures given show clearly the efiPeot of weighting and also 
show that usually K<1 during expanding trade and that K>I 
during a period of contracting trade. The figure from which 1 
have made these calculations are obtained from the publications of 
the Government of India and the Statistical Abstracts for the 
British Empire These results are somewhat spoilt by the curious 
overlapping in the periods for which prices and quantities are given. 

T. T. W. 




OOMMEROIAL MUSEUM AT CALCUTTA. 

Ix the organization and scrutiny of Indian economic resources a 
noteworthy step has been taken with the opening of the first per¬ 
manent Commercial Museum in India. The history of this 
Museum is an instructive one. Last year, with the view of helping 
on the idea of capturing the enemy trade, a sample exhibition of 
goods imported from Germany and Austria was started in Calcutta, 
supplemented by a rather hasty collection of competing Indian 
products. This developed rather unexpectedly into a sort of peri¬ 
patetic exhibition, as one Indian city after another solicited a visit 
from it. Madras was the city first visited and the number of exhibits 
was to a certain extent added to in that place. The visit to 
Cawnpore resulted in a still greater increase of exhibits, and the 
Upper India ("hamber of Commerce took a great <leal of interest 
in the exhibition. In Delhi a separate arcade was added for local 
exhibits and in Lahore the University Hall was utilized for a similar 
purpose—the space so occupied being many times the size of the 
present accomnoodation in ('ouncil House Street. The great success 
of the exhibition decided the Government of India to establish a 
permanent Commercial Museum. Its peregrinations had greatly 
increased the resources of the exhibition and had gone far to educate 
the public into a knowledge of its efficiency for business purposes. 

And, indeed, he would be a poor business man who did not see 
the great advantages conferred by the present museum on the 
exhibitors. Its authorities display and catalogue the articles gratis, 
supply the catalogues free of charge to those interested and even 
take orders from those purchasers who prefer to deal through that 
channel with the producers. It is a well-oiganized and well staffed 
sliowroom offered free of charge to the commercial ccnnmunity. The 
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goods, and among others, the manufacturers of safes are to he 
ooogratnlated <m their production of the cheaper lines of articles. 

The buttons, the brushes and the pens produced in India have 
received their meed of praise. The Indian stylo pens also deserve 
credit; but the fact stands that the Japanese exporter can sell to 
dealers in Calcutta a similar stylo at one-fourth the price charged 
by the Indian manufacturer. On the other hand, smne of the pen¬ 
holders made in Calcutta compare very favourably both in quality 
and price with similar imported articles. 

Aluminium is now, of course, a successful industry, especially in 
Madras, and it owes a great deal to the exeitions of Mr. Chatterton. 
The same may be said of the Chrome-leather industry of Madras. 
The specimens of cutlery from Agra. Gujranwala and Central Pro¬ 
vinces appear to be of very fair quality. I’laying cards are another 
article to the manufacture of which Indian manufacturers should 
turn their attention. The commoner qualities of them were imported 
in large quantities from Belgium and Austria; but Japan and Italy 
have seized the opportunity of the present war to capture the market. 
Some promising qualities of them were cmce made in Bombay, but 
it appears that their noanufacture has been discontinued for want 
of coloured paper. 

Still, Indian industries have, on the whole, made a good begin - 
ning, and a walk through the Museum might be prescribed as a 
certain cure for those suffering from an undue pessimism as to the 
eoooomic outlook of India. The utility of the Museum, already so 
great, admits of almost indefinite expansion. More grants and 
large accrnmnodation are alisoliitely necessary, however, for any 
pffogress. To the present Commercial Museum might be added an 
in^^trial and an educational side. I.ectures might be delivered on 
each section by experts in the particular line. The idea has been 
suggested that artists might occasionally be invited to display their 
s^ll and craftsmanship in the Museum for the benefit and instruc 
tun of the public. The possibilities of the Museum are great, and 
public money spent on it has been and will be an excellent invest¬ 
ment. The opening of«this Museum is an important step in what 
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Lord Carmichael asserted was “ a commuoity of interest between the 
Government on the one hand and those who are engaged in develop¬ 
ing the resources of the country on the other. Their true interests 
are the same—the increase of the wealth of India—and they must 
work as partners each doing his part.” 

It only remains to add that the Museum is fortunate in posses¬ 
sing a most zealous, well-informed and energetic Curator in Mr. 
Rice, who is indefatigable alike in enlightening the visitors and 
stimulating the exhibitors. The organizers of the Museum are 
entitled-to great credit for the celerity with which the collection was 
brought t<^ther. The circular letters were sent out only in Sep- 
tonber last and by February the Museum was in working order. 

It is, of course, impossible that one Museum like the present 
could suffice for all India; each province has special resources and 
needs of its own. The great cities of India competed with each other 
to obtain a loan of the sample exhibition, and the same enlightened 
self-interest will, it is hoped, induce them to lose no time in following 
the lead of (klcutta in the matter of establishing Commercial 
Museums. 


J. C. C. 



CURRENT TOPICS. 


The appointment of a representative commission to survey the pos¬ 
sibilities of the industrial development of India is to be welcomed 
as a necessary and opportune measure. No better moment could have 
been chosen to take stock of past progress, present conditions and the 
future possibilities of industrial India. The formulation of an 
active economic policy was never more essential than at a moment 
when the war has made such important changes in the general 
economic environment Partial enquiries have indeed been con¬ 
ducted in the past but as a preliminary to any comprehensive scheme 
of economic progress under the radically changed conditions of 
industrial and commercial competition a stocktaking of our resources 
and means was required It was the more necessary in India as 
many other great portions of the Empire had already carried out a 
similar task and had made an inventors of their own resources. 

In a sense the present Commission is an Indian counterpart of 
the Dominions Royal Commission which has in recent years inquired 
into the natural resources and economic conditions of Australia, 
New Zealand, South Africa and Newfoundland. The terms of 
reference of the Dominions Commission were very wide indeed, and 
it was directed “ to report upon the development of such resources, 
whether attained or attainable: upon the facilities which exist or 
may bfe created for the production, manufacture and distribution of 
all articles of commerce in those parts of our Empire: upon the 
requirements of each such part and of our United Kingdom in the 
matter of food and raw materials and the available sources of such: 
upon the trade of each such part of our Empire with the other parts, 
with our United Kingdom, and with the rest of the world,” 
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Questions of labour supply and organization, of trade communica¬ 
tions, mining, agriculture and land tenure were also dealt with by 
the Commission. The fourth interim report of the Commission 
appeared in March 1915 and dealt with the conditions of New¬ 
foundland after which the sittings of the Commission were suspended 
till the conclusion of peace. India is more lucky in not having its 
economic inquiries suspended during the war. It is to be noted, 
that besides the Royal Commission, South Africa had an Economic 
Commission of its own in recent years to examine the problems of 
cost of production, cost of living and labour conditions and organi¬ 
zation. It had for its Chairman a distinguished Professor of 
Economics—Professor Chapman. 

The terms of reference of the Indian Economic (’oramission 
indicate that the Covernment has fully grasped the importance of 
all the factors that influence the economic development of India A 
study of the “ possibilities of further industrial development of 
India ” is bound to be a comprehensive study of our economic 
resources. Emphasis is justly laid on “ the employment of Indian 
f’apital,” because after the war there will be a relative scarcity of 
capital throughout the world and India cannot expect the accustomed 
help in that line. The Government shows a generous desire to con¬ 
tribute its full share in the work of India’s economic regeneration, 
and is ready to “ afford useful encouragement by providing technical 
advice, by affording practical demonstrations, by offering financial 
assistance,” direct and indirwt We particularly welcome the last 
clause that only such means are to be employed as are “ not incom¬ 
patible with the existing Indian fiscal policy.” It is a wise 
reservation. 

The personnel of our t'ommission is such as to inspire public 
confidence. With Sir Thomas Holland as Chairman and with Sir 
D. J. Tata and Sir R N. Mookerjee to represent the views of Indian 
capfains of industry expectations may well be high as to the per¬ 
formance of the Commission. But it is to be hoped that an expert 
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economist will be added as a member of the Commission. Professor 
C'hapman has already won fresh laurels as the Chairman of the South 
African Commission and Mr. Keynes as a member of the Commission 
on Indian Finance and (hirrency. In the case of the present Com¬ 
mission the name of Mr. Keynes would naturally suggest itself for 
inclusion could he be spared from his present very important duties. 
Tn any case it is most advisable to have either him or some other 
eminent economist on the list of members. Without such help, as 
has been pointed out in another case by Professor Lehfeldt, the out¬ 
look of a Commission may easily become that of the business man 
rather than that of the statesman or social student. 

In Sir D. J. Tata the Commission has secured a member who 
combines a profound knowledge of business conditions with sound 
views on the theoretical side. He is an eminent representative of 
the economic interests both of Bombay and Bengal. His paper on 
the Japanese Industrial Invasion shows that he has already con¬ 
ducted important researches in subjects which will have to be studied 
by the Commission In his speech before the Indian Industrial 
f'onference he manifested a spirit of manly self-confidence and self- 
help which other leaders of Indian industry might imitate with 
advantage It is not to be denied that under exceptional circum¬ 
stances the State might give some degree of support to industries; 
but. in the main. Sir Dorabji described and defined the province of the 
State in industrial matters with great felicity and with scientific 
accuracy “ The main duties of Government are, apart from the 
domain of education, to conduct a scientific survey of the resources of 
the country; to place full information before the country in the most 
instructive manner possible; to provide reasonable transport facili¬ 
ties; atfd to ensure demand by giving to the products of indigenous 
industry their own custom, and so far as possible, that of large public 
bodies.” His remarks on the extent to which Indian industries 
enjoy a natural protection deserved to be amplified with the help 
of statistics, and, indeed, the extent of this kind of protection will 
form a problem to be solve4 by the Commission. To emphasize this 
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is, however, not to deny that in a certain stage of economic develop¬ 
ment and with a certain social environment, the policy of artificial 
protection might do some good. But those who want to realize the 
limits of successful action on these lines may be referred to Taussig’s 
recent masterpiece on “ Some Aspects of the Tariff Question.” 

Professor Taussig’s work will be reviewed at some length in our 
next number. Here there is room only to note the main result of his 
monumental labours. He does ample justice to the argument for 
“ protection to young industries ” and, indeed, he goes further. “ I 
am disposed to admit that there is scope for protection to young 
industries even in such a later stage of development. Any period of 
transition and of great industrial change may present the oppor¬ 
tunity.” But, in his opinion, out of all the protectionist experiments 
conducted in America for a century and a half, the one great hit has 
been made in the case of protection to silk industry. In all other 
cases the claims of protectionists are shown to be very strong exag¬ 
gerations. I’rofessor Taussig’s work is an admirable example of the 
combination of the deductive method with historical and statistical 
lines of investigation. 

A great deal is being written about the Japanese and their 
industrial invasion of India, but the subject of .\merican ambitions 
in Indian markets has been comparatively neglected The 
Americans believe that “ the Far East and the New Pacific are the 
future centre and chief arena of the commerce of the world,” and they 
evidently include India in the “ Far East.” The prevalent notion 
in America is that 50 per cent, of the goods once sold by Germany 
to India and 75 per cent, of India’s former imports from 
Austria-Hungary were in lines in which America is best able to 
compete. The lines in which America wishes *to take the place of 
Germany are hardware and cotton and woollen goods Of the 
former Austrian trade with India, the only item which America 
believes she cannot touch is sugar. Perhaps the American appetite 
for Indian trade is the more whetted, because, to start with. South 
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-\meric‘a proved a poor ciisloraer on account of its tariffs, its 
moratona, the curtailment of its purchasing power and the general 
breakdown of the mechanism of commerce which it experienced at 
tlie beginning of the war Moreover, at least in the period 
immediately following the beginning of the war the trade of the 
l/nifed States with South America was more affec-ted and showed 
greater fluctuations than their trade with India. Besides this, the 
Americans feel that no great reliance can be placed on their present 
increase of trade with Europe. Thus Professor f’atten says, “ it 
should be remembered that at present America is getting nothing 
hut jiaper credits for the enormous export of food and arms.” The 
same authority believes that the war in Europe will be followed by 
a great trade depression on that continent. He. therefore, observes : 

“ l*rofessor Moore’s conclusions are that the depression in industry 
lags four years behind the shortage in agricultural crops, and if this 
holds in the present case, we can infer that the burden of the war 
will be settled by an industrial depression in the near future ” These 
are reasons why America attaches far more than the usual importance 
to her trade with India. 

When, however, we turn from aspirations to performance, the 
American “ invasion ” appears of a much less formidable character 
The fact is that in the race for the possession of Indian markets 
during the war .Japan has very great advantages over America 
.Japan {lossesst's the advantage of geographical proximity, and, 
what Is more, as .American experts like Mr. Folkmar see, “ American 
trade is desperately handicapped at present by the lack of American 
shipping ” This is the more felt on account of the crisis in the Far 
Eastern shipping The effects of this shortage of shipping are left 
in Japifn itself, but are much more serious in the case of America 
.Ia]>an has studied the Indian markets for a longer time and to better 
purpose, and it is a pastmaster in the art of producing very cheap 
and showy goods which are so suited for Indian markets, and for the 
production of which a country still in the earlier stages of industrial 
development has such advq,ntages. America has, of course, made 
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some progress in India, especially in the miscellaneous glassware, 
hardware and electrical appliances and motors, but the results have 
hardly yet fulfilled the expectations of the Americans. 

It is difficult, on the whole, to believe that the present war will 
enable either Japan or the United States to make such great 
permanent commercial conquests as some have imagined. The 
opportunity presented to these countries by the war are at once too 
vast and too fleeting and short-lived. Thus the United States have 
at present to work at the tasks of increasing their exports to an 
enormous extent to Europe, to a considerable extent in South 
America and to some extent m India as well. Japan also is not only 
flooding India and China with her goods—a task enough by itself to 
overwhelm her resources—but is exporting munitions to Russia, and 
is at the same sending apparel, textiles, cement and glassware to 
Australia. Thus, during the war, the resources of these countries 
must be strained to a considerable extent. The diversion of capital 
and labour made necessary by the new circumstances must be very 
great, and the process has to be a hurried one—for no one can know 
how long the war will last, and every manufacturer is out to make 
hay while the sun shines. All this means great friction, waste and 
premature extensions of industries. In the case of Japan at least, 
it has been observed, the machinery for such enormous expansion of 
industry is lacking. Many experts are also of opinion that a good 
share of her exports savours of dumping. It is not without signi¬ 
ficance that while Japan is sending out piece goods in unprecedented 
quantities, some of her textile factories are reported as working short 
time. Sir D. J. Tata has noted that some Japanese exporters seem 
to sell their ware at low prices only to make their assets liquid, as 
their working capital is small in proportion to the increased .size of 
their business. While increase in the national scale of production 
is an undoubted economic advantage, it has also to be considered that 
such expansion may lead to relative overproduction when peace- 
returns and may sow the seeds of a crisis. It is not here implied that 
Japan and America have not had a considerable measure of success 
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III “ capturing ” some of the trade of other countries, or that the 
momentum of the start is a factor to be ignored. Japan will 
undoubtedly have improved her trade greatly in China and India 
while America will find her line of least resistance in South America. 
as well as in the Far East. What, however, has to be seen to is that 
there are heavy items on the other side of the balance. The truth is 
that, the conditions of comparative cost determine the share of a 
nation in the sum total of international trade and any permanent 
addition to such share must be the result of long and patient progress 
rather than of violent and abrupt efforts. 

After prolonged deliberation the Japanese Government has 
launched the project of subsidizing the manufacture of dye-stuffs. 
One reason which went far to recommend the scheme was that to a 
country in which textile industry is making such rapid progress the 
supply of dyes at a reasonable price was indispensable. Another 
argument which has also had great weight but which has not been 
put forward prominently is the close connection between the manu¬ 
facture of dyes and the manufacture of high explosives. It is well 
known that Germany has been greatly benefited in the present war 
by the magnitude and efficiency of her colour works. Japan has 
therefore offered a subsidy to encourage the manufacture of dyes and 
chemicals Its amount will be such as to secure a dividend of 8 per 
cent, per annum on the paid up capital of the company benefiting by 
it. The subsidy or guarantee can be enjoyed for a period of ten 
years by any company which undertakes the manufacture of dyes 
and chemicals either as its chief business or auxiliary work. It is 
at present proposed to pay three subsidies, one to a company engaging 
in the manufacture of dye-stuffs and having a capital of at least six 
million yen; another to a company manufacturing glycerine and 
carbolic' acid and of which the capital should amount to at least a 
million and a quarter yen, and the third to a company manufactur¬ 
ing drugs with a capital of half a million yen. The companies 
benefiting by these subsidies will, however, be working under Govern¬ 
ment control, its business will be supervised and they must obey such 
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(Government orders as are issued with regard to their business; any 
failure to obey the instructions will lead to a forfeiture of the sub¬ 
sidy. Moreover, the beneficiary companies must not distribute their 
profits without ministerial sanction, and in any case, 5 per cent, of 
the profits must be put aside to form a reserve. 

The scheme met with a fair amount of criticism both in the press 
and in the Diet. Thus, the Jiji doubted whether even with the 
subsidy the manufacture of dye-stuffs and other chemicals could be 
so well established in Japan during the period of the war as to 
maintain its position against German competition in the future. 

“ (’hemical knowledge and experience necessarv for the successful 
manufacture of dye-stuffs at a cheap rate is too young in Janan to 
expect any degree of progress in a short time.” Moreover, if a weak 
and inefficient industrv is no bv the snbsidv, it will become neces¬ 
sary in future to protect the ve.sted interests thus created from com¬ 
petition by raising the import duties on dve-stnffs nnd chemicals at 
the cost of increasiner the fiscal burden on the nation. It need hardlv 
be said that these criticisms are sound and well considered and the 
history of subsidized enterprises in the past has not been such as to 
inspire high hopes. Nevertheless, Japan is driven to the present 
effort by economic necessity and this experiment under altered 
economic conditions deserves to be studied carefully. The war has 
given rise to so many new and pressing economic problems that 
attempts to solve them on any lines are bound to be instructive. 
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ACIRK'HI-TURE IN INDIA..— By .Tame.s MapKenna, M.A., I.C.S. 
(Goverumeut of India Presw: 1916). 

Thr (jupHtion of improving Indian agriculture has long been recognized to 
he one of the most importani erononiie problems of modem India. The 
importance of agriculture in the national economy of India can hardly be 
over-estimated. It is the one industry by which India stands or falls. It 
is her very life. It is the mainstay of our people, supporting as it does, 
directly by itself or indirectly by its subsidiary industries about 218 millions 
of souls or about 70 per cent, of our total population. It is thus the foremost 
industry of the country. The annual value of the agricultural produce of 
British India alone has been recently estimated at £1,000,000,000. Further, 
agriculture is the main strength of our finance system. Land in India is 
regarded as the property of the King and the land revenuf which it yields— 
it is fruitless to argue here whether it is taxation or economic rent—forms a 
very large part of our total revenue. Again, our vast foreign trade depends 
largely upon our agriculture. In a way, it thus helps to maintain the stability 
of our exchange—which is of prime importance to a debtor country like India. 
A failure of our jute or wheat crop not only causes loss to the c-ultivators but 
it also sharidy reacts on our exchange through the breakdown of our exports. 
(^onse(iuently, the well-being of our agriculture must be a matter of supreme 
imj)ortance for both the people and the Government. 

Such being the importance of agriculture in India, anything that 
promotes its productivity must be earnestly desired. Scientific agriculture 
alone can increase that productivity and can help us to grow two blades of corn 
where we now grow one. The possibilities of scientific agriculture may be 
said to be limitless. It has already worked wonders in those countries wliere 
it has been systematically applied. Take for instance Americ^a. The 
American farmer is a new product in civilization, running the land as a great 
factory. Tlie rude old agriculturist is being fast replaced by a highly educated 
first-class captain .of industry. As a writer describing the miracles of new 
agrimilture in America once wrote : “ Each farmer now works with the power 
of five men. The farm has become a factory. Four-fifths of its work is done 
by mnchniery, which explains how we can produce one-fifth of the wheat of 
the world, one-half of the cotton and three-fourths of the com, although we 
are only fi per cent, of the huinan race. Roughly speaking, the time needed 
to handle an acre of wheat has been reduced from 61 hours to three by the 
use of ma<*hinery. Hay now requires four hours instead of 21, oats seven 
hours instead of 06 and potatoes 88 hours instead of 109. . . . There are now 
16,500 famiers who have gnuluated from agricultural colleges. The Agricul¬ 
tural Department at Washington has become the greatest aggregation of farm- 
.scientists in the world. To mkintain this Department, TTncle Ram pays 
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£2,200,000 a year. , . . Place your finder on the pulse of your wrist and 
count—^ne—two—three—four. With every four of those auirk throbs, day 
and nif^ht, a thousand dollars clatter into the ^old-bin of the American farmer. 
The American farmer earns enoug-h in 17 days to buy out the Standard Oil 
and enough in 50 days to wipe Carnegie and Steel Trust off the industrial 
map. One American harvest would buy the Kingdom of Belgium, King and 
all; two would buy Italy; three would buy Austria-Hungary, and five, at a 
spot-cash price would take Russia from the Tsar.*’* 

The peculiar liability of India to famines demands a vigorous and con¬ 
sistent policy of agricultural development on scientific lines. The pamphlet 
before us—“ Agriculture in India ”—gives a brief account of what the Govern¬ 
ment has done so fardio promote that end during the last 10 years, y.c., from 
1906 when the Government found itself ready with a definite policy. The 
years before 1906 may be said to have been years of hesitation when the 
Government hardly knew its own mind, and literally rocked from one policy 
to another simply because it had no policy of its own. The fetish of one day 
became the heresy of another. Since 1906, however, matters changed. 
After long years of hesitation and discussion, Government decided upon a 
consistent policy which it was prepared to carry out. It may be interesting 
to dwell briefly on some of the most important questions dealt with in the 
Report. 

The history of the formation of a separate Department of Agriculture in 
India is a very interesting reading. The question was first raised in 186() 
after the great Orissa famine, but it was not until 1869 that Lord Mayo’s 
Government began to think of it seriouslv when the Manchester Cotton 
Supplv Association urged the Secretary of State to establish such a Depart¬ 
ment for each province. The Government of India proposed to create a 
Department of Agriculture and Commerce with a Director-General in charge 
of it The Secretary of State, however, modified the proposal substantially and 
only an additional Secretary was added to the Government. No scientific 
officers were employexi and verv little was done for real agricultural develo])- 
ment. Even this show Secretariat was abolished in 1879 because the Govern¬ 
ment of India had not money enough to spare for it. The Famine Commission 
of 1880 again revived the scheme and, as a result, a Secretary was again 
appointed for Agriculture and Directors of Agriculture were appointed in 
most provinces. But their work was confined largely to collection of 
statistics and very little was done by way of real work. The Government in 
a resolution of 1881 postponed all agricultural improvement, until agricultural 
enquiry had been completed—whatever that meant. 

In 1889 the Secretary of State on his own initiative sent out Dr. Voelcker 
of the Roval Agricultural Society to enquire into Indian agricultuie and Le 
submitted a most valuable report and made munv importani ^suggestions. A 
conference was summoned to discuss them and it recommended file immediate 
appointment of an agricultural chemist with an assistani for research and 
teaching work. An agricultural chemist and an assistant were accordingly 
appointed in November 1892—the teaching work being confined to Poona, 
Debra Dun and Saidapet. In 1897 it was thought that an Inspector-General 
of Agriculture should be appointed to act as an adviser in agricultural matters 
to the»Tmperial and Provincial Governments. But it was not until 1901 that 


*Oa«Km in the American Beview of Brnnewe. May 1908 
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Mr. Mollison was appointed to the post. An Imperial Mycologist was 
appointed in 1901 and an Entomologist in 1903. Thus was laid, after long 
efforts, the basis of the present Agricultural Department of the Government 
of India. 

The origin of the Pusa Agricultural Besearch Institute may be briefly 
stated. Eany in this century the Bengal Government proposed to use a large 
Government estate at Pusa for a provincial research station and college. The 
Government of India found the site excellent and wanted it for itself to found 
an Agricultural Besearch Institute, an experimental farm and an agricultural 
(ollege. At this time Mr. Henry Phipps of Chicago gave a magniflcent 
donation of £30,000, which liord CHirzon decided to utilize for the equipment 
of Pusa. The idea at flrst was to make a model agricultural college at Pusa. 
Students were to be trained, agricultural enquiries were to be initiated, 
varieties of crops were to be tested and improved, seeds were to be grown 
and distributed and new experiments were to be tried before being recom¬ 
mended for trial by provincial farms. But, after much discussion and 
changes of policy, it was decided to reserve Pusa for pure research. No 
regular instruction is given except short courses in special subjects. Selected 
graduates from provincial colleges receive instruction in the laboratories from 
members of the expert staff. Thus, experts are not compelled to waste their 
time in formal teaming while the graduate, who has received a fairly general 
agricultural education, is provided with ample opportunities of specializing 
in one branch of agriculture. The staff at Pusa consists of a director, an 
agricultural chemist, a mycologist, an economic botanist, an agricultural 
bacteriologist, an economic entomologist, a pathological entomologist and an 
agriculturist in charge of the farm. 

Along with the development of the Pusa Institute, Directors of Agricul¬ 
ture were appointed in most of the provinces and provincial agricultural 
colleges were established in Poona, Cawnpore, Sabour, Nagpur, Tiyallpur, 
Ooimbatore. Their chief work is teaching along with research, experimeni 
and distribution of seeds. 

The Beport gives brief but interesting accounts of the ways in which 
the agricultural departments have tried to improve our leading crops, c.^., 
cotton, wheat, rice, sugarcane, jute, indigo, tea, etc. It is impossible 
to deal fairly with any one even of the above within the limits of this short 
review. But a few lines with regard to the efforts to improve our cotton, 
sugarcane and indigo crops mav not be uninteresting. 

Cotton »—Earlv attempts to improve cotton by introduction of exotics in 
Bombay, TJ. P. and C. P. almost generally failed because no allowance was 
made for differences of climate and environment and no systematic agricultural 
experiments were carried out to ascertain under what conditions of sowing 
and cqltivation ttese new varieties would succeed. Further, the exotics 
themselves deteriorated in many cases after a short time. In other cases the 
exotics became hopelesslv mixed up with local varieties, making it difficult to 
isolate and develop them. The problem before the agricultural department 
was thus: 

(f) To improve the quality of short-stapled cotton by selection of best 
pure types from existing indigenous varieties and the increase 
of their yield by better cultivation. In this part of the work, 
the results achieved were highly satisfacto^. The Imperial 
Cotton Specialftit made a survey of the indigenous cottons of 
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India and by strenuous work a selectr variety of Broach cotton 
was found for Bombay which yielded 600 lb. to 600 lb. per acre 
with a ginning percentage of 32-5 against 450 lb. per acre with a 
ginning percentage of 31-9 obtained from the unseleoted seed. 
Simila^, “Boseum ” in the C. P., “Aligarh White-flowered “ 
in the U. P., “ Karunganni in Madras—all these selected 
varieties of indigenous cotton testify to the solid results achieved, 
(n) To introduce exotics or to produce hybrids for producing long- 
stapled cotton to meet the demands of Ijancashire. In this, the 
results are not very satisfactory. The hybridization and cross¬ 
ing work of Martin Leake on Mendelian lines in the U. P. are 
yet in the experimental stage. Egyptian and Upland American 
cottons have been introduced in Sind, Punjab and U. P., while 
Upland Georgian has been successfully introduced in the C. 
The introduction of Oambodia was eminently successful in 
Madras and the cotton was boomed—so much so that it led to 
adulteration. Local inferior cotton was mixed with it imd the 
whole was passed ofl as genuine Cambodia. Such tactics can 
have one result and the crop fell under suspicion from which it 
has not yet recovered. 

Sugarcane ,—Although India is the largest producer of cane sugar in the 
world, yet she cannot meet her own needs. Java sugar has Ht our sugar 
industry hard. The reasons are quite clear. In Southern India, which lies 
within the tropics, thick canes predominate and yields are large. But the 
crop is relatively unimportant. The area under it is small and is limited by 
the’amount of water available and the quantity of paddy grown. It is in fact 
a luxury crop and is grown on a very small scale. Large extension of cane 
cultivation can hardly be expected in Southern India. 

In Northeni India, in the absen(*e of a warm cliinate, canes are poor, thin 
and short, though grown abundantly. Northern India has thus a predominat¬ 
ing interest in the crop. As Dr. Barber has said “ the limiting factor in cane¬ 
growing in South India is water and in North India warmth. “ Northern 
India has one advantage—the growing period there is much less than that in 
Southern India where it usually takes 12 to 14 months. Besides, the canes 
are hardy against drought and water-logging and are often grown on 
unsuitable lands. 

In 1901-02 “Bed Bot “ having almost wholly destroyed the crop in 
Madras, Dr. Barber started the Samalkota farm and found “Bed Mauritius'* 
to be the hardiest of all “red rot" resistant varieties. As a result of it, 
the cultivation of “Bed Mauritius" rapidly extended. 

The problem of the Indian sugar industry is twofold; — 

Firstly, —Mechanical—in order to discover the best method of extract¬ 
ing and concentrating the juice on a scale within the means of 
small cultivators or groups of them combined. 

Secondly, —Agricultural—in order to improve the quality of canes by 
selection or cross-breeding and to increase their outturn per acre 
by manurial and cultural tests. 

On the recommendation of the Agricultural Conference a skilled Sugar 
Engineer was appointed. He has rearranged factories so long working 
wrongly and is trying to devise a cheap and effective crushing machine suitable 
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for mall rmitivators. He is also demonstratiiig more economical boiling 
processes. 

On the agricultural side of the problem, Dr. Barber is in (charge. The 
Samalkota farm imported canes from other countries and successfully 
introdueeil some of them. But the dangers of such imported varieties are 
great. IVone are really wholly immune from local diseases. There is always 
the risk that they will ultimately succumb. Further, hardly any of them are 
suitable for introduction in the ^reat cane-belt of Northern India. In some 
provinces, however, imported varieties have been very recently introduced and 
if they succeed, the introduction of hybrids will not be necessary. As Mr. 
Mac'Kenna writes, “ The problem is the introduction into the main sugarcaiu* 
tract of North India of richer canes giving higher yields, with greater resis¬ 
tance to disease and yet adaptable to the means and methods of our ordinarj' 
cultivators.’^ 

Indigo ,—The growing of natural indigo was once a very flourishing 
occupation for the Indian agriculturists. In the sixteenth century, India 
exported large quantities ot indigo to England and other European countries. 
England, France and Germany passed laws prohibiting its use under drastic 
penalties. Since 1897, however, the industry has steadily declined. In 1895 
the acreage under indigo was 1,260,099 acres. In 1914 it was only lf"ll,700 
acres. The rapid decline in indigo is solely due to what is called the “ Colour 
Yoke ” of Germany—the gradual domination of the whole world by (ilermany 
in the supply of dyes. The discovery and manufacture of synthetic indigo in 
Gennany, in 1898, led to a steady decline in natural indigo which failed to 
compete with its new rival. For a long time serious efforts were made by 
the people and the (tovemment to save this valuable industry. The 
indigenous Suinatrana was a low yielder of colouring matter. In 1898 Mi. 
Baily, a Bihar planfer, introduced flava indigo which gave a veiy large increase 
of colour. It did very well and the acreage \inder it gradually increased, so 
mu(*h so that it was even confidently asserted that the industry might after 
all be saved. 

But in 1997 it was attacked by an insect pest called Further the 

plants regularly wilted away owing to some unknown disease. The outturn 
was very much reduced and the disease became steadily worse. The industry 
was threatened with total ruin as Java indigo could not be induced to form 
seed—the disease killing the plant before the seed set. The Sirsiah Indigo 
Ilesearch Station was helpless, and when the production of seed became 
impossible, its work ot selection naturally stopped. 

The problem before the industry is largely, but not wholly, agricultural. 
The present manufacturing methods extract about 70 per cent, of the total 
colour. Ml. Markenna thinks that any further attempt to increase this 
percentage can only be done by a very heavy mcrease in capital expenditure 
whu*h is not only unnecessary but also unjustified. “If the indigo plant,’’ 
writes Mr. Mackenna, “ (!au be induced to grow healthily, and if the area and 
yield can be increased, the industry run on its present lines will be sufficiently 
remunerative, and it may be possible to compete with synthetic.” But 
inspite of Mr. Mackenna’s opinion, there can be no doubt that there is much 
in our manufacturing methods which can advantageously be improved. 
“ There is a distinct want of organised thought and method both in the manu¬ 
facture and sale of natunil indigo.” This is a serious handicap in its competi¬ 
tion with 83 nitbetic indigo, 'fhere is not only a serious loss in the steeping 



100 


Op>cial Papers 

vat, but further, the indigo is brought to the market in a condition which 
makes it impossible to obtain the full use of its colour content in practice. 
The smooth paste is dried and rendered into a compact solid cube mass which 
the dyer has to take and by a long and wasteful process of grinding in water 
get back to something like its onginal condition. The cost of re-grinding 
18 a heavy burden. Further, it is impossible to get the full use of the colour— 
no matter how thorough the grinding is. The Germans studied and knew the 
dyers’ requirements before they put their product on the market. The Indian 
producer ignored the market with the result that the market ignored them. 
They will persist in forcing on the market solid indigo which it does not 
want. The market therefore prefers synthetic indigo not only because it is 
easy to manipulate—being in the fonn of a paste which the dyers find suit¬ 
able—but also because of its regularity in strength. Mr. Mackenna must 
be aware how the Foreman Dyers’ Guild last year moved Mr. Chamberlain to 
make arrangements for the supply of natural indigo from In(ha in the form 
of paste which the dyers prefer. Hence, the problem is not simply 
agricultural. The manufacturing and tlie marketing methods also have to 
be improved. 

To turn again to the agricultural problem. When the Sirsiah station 
failed to cope with the disease, the work of research was taken up at Push 
by Mr. and Mrs. Howard. After prolonged research they held that the 
disease was due to bad cultivation and long-continued wetness of the soil 
due to water-logging which destroys the young feeding roots. The disease 
not only killed the plant but also, when it managed to survive, affected its 
indican content. In order to save the industiy it was necessary to grow Java 
seed. After much research it was found possible to do so. “For seed, Java 
indigo should be sown about the middle of August on high-lying, well-drained 
and fertile land. The seed should be sown in lines about 2 feet apart so 
as to promote branching and ensure abundant pollination and thorough (nlti- 
vation and cleaning of the seed beds is necessary. Proper aeration of the 
soil is essential. The source of the indican is the nitrogen of the air. A full 
supply of air to the roots is necessai’v for the production of good seed.” H 
grown ill this way the disease is avoided and large crops of good seed may be 
obtained. 

The next problem is the improvement of the crop by selection. This is 
the most difiSicult work to do. There is extensive natural crossing in indigo 
by pollination through bees. “Any plant selected on account of the high 
indican content of the leaf is not likely to breed true.’’ Further, the 
ordinary crop contains different varieties, some of which grow much more 
rapidly and robustly and carry far more leaves than the bulk of the crop. 
The Howards propose to isolate those individual plants from the mixed crop 
which grow rapidly and strongly and give the highest yield of leaf. These 
will be grown separately apaii from the other indigo so as to avoid cro.ss 
fertilization by bees. This process of isolation, it is expected, will, in a short 
lime, give a superior type of plant with a larger yield of leaf and a large out¬ 
turn of finished indigo. • 

Our next problem is the improvement of cultivation. The Howards 
recommend various plans, e.g., Fusa drainage system, harrowing after the 
removal of the cover crop, etc., for this purpose. 

* The research work of the Agricultural Departments in Indigo is really 
marvellous. “Ike question of seed production seems to have b^n sol veil. 



110 


The Bengal Economic Journal 

. . . . Th^ work is in its stages. But the preliminary results 

obtained seem to indicate the possibility of again establishing the crop on a 
linn basis. . . . The outlook is full of promise/* 

The recent history of the question is interesting. Dr. F. Marsden, the 
Madras Dyeing Expert, is not very hopeful. He holds that it is impossible 
for plant products to compete effectively with modem factory made dyes. 
But this is strongly disputed. An Indigo Conference was held in 1916 at 
Delhi to consider the whole situation and it was found that the outlook wai 
distinctly promising. It recominended the appointment of a chemist for the 
work of standardization and purification of indigo and for its preparation in 
the form most suitable to consumers. It is at present under the consideration 
of the Government. Science and capital must combine if the industry is to be 
saved. Area has to be increased in order that dyers may be sure of getting 
a continuous supply. If he is not sure of that, he cannot be expected to take 
natural indigo, even though for many classes of material, better results are 
obtained with natural indigo than with synthetic indigo. 

It has been suggested that the Government of India should insist on the 
use of Indian indigo in all Government contracts. The Indigo Conference 
strongly supported it. The matter is engaging the attention of the 
Government. 

We should never allow ourselves to be lulled into a false sense of security 
simply because the German supply is cut off at present and may remain so 
in the future bv lestrictive trade policies. England, America, Japan, Russia 
and Italy are all of them trying to produce dyes on a large scale at home. In 
future, therefore, instead of German competition we shall have to meet the 
highly organized “allied” competition of Japan, Russia, Italy, England and 
America. The vast new British undertaking—The British Dyes (Limited) 
at Huddersfield with such powerful assistance from Government will be our 
serious rival in the future. To survive at all, our industry must be backed 
by science and capital. 

The problem is a difficult one and will require for its solution strenuous 
energy, u long time and a heavy outlay for research work. We must not 
forget that nearly 20 years were employed in developing the synthetic indigo 
and nearly £1,000,000 sterling was spent in research before Germany could 
produce synthetic indigo. 

The question of agricultural education may be briefly touched. Very 
little has been done so far, though there has been no end of talk. The problem 
is, first, to give advanced training to teachers, professors and officers of the 
agricultural departments, and secondly, to provide for a wide diffusion of 
elemenWy agricultural training for the actual cultivators. Early attempts 
111 this line madf some serious mistakes. Agricultural instruction was com¬ 
bined with the existing system of general education in primary schools_ 

pnncipWs of agriculture forming a large part of the curriculum of the village 
schools. Thus, agricultural education was a part, and not even an important 
part, of general pnmary edu(‘ation. The defects of this method are oWous. 

“ Apiculture is not a science in itself but a combination of many sciences. 
To he understood, it requires a spund general education and a considerable 
knowledge of science.” It was pure folly to burden the infant mind in 
primary schools by weighting it with crude and ill-digested agricultural 
knowledge—though the general education might with advantage be tinged by 
the facts of its agricultural environments. Easy lessons on the cultivation of 
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rice or wheat or on farm animals might bring knowledge without tears. It 
is fortunate that the early mistakes were quickly corrected. It was decided 
that rural education must be general so as to prepare the mind to receive 
agricultural education later on which must necessarily be technical. Hence 
agricultural education in primary and secondary schools was abandoned. It 
is much more necessary to develop in these schools powers of observation and 
capacity to think and judge so as to enable the students to utilize agricultural 
education later on when they come to the agricultural college than to make 
them swallow somehow some crude agricultural principles which hardly 
produce any lasting effect. The present method of collegiate agricultural 
education consists of provincial colleges which train students in the principles 
of agriculture in the college laboratory or in demonstration farms with 
facilities for specialized work in the Pusa Research Insiitute. Otherwise Push 
has little concern with education. 

The Report deals with other matters too numerous to be noticed here in 
detail. All students of Indian agriculture will find this handy Repoit 
extremely useful. As a brief review of the work done so fai by the Govern¬ 
ment for the improvement of Indian agriculture, it will dispel many false 
ideas. The Government has shown that it realizes its responsibilities and has 
no desire to shirk them. The report of a decade’s progiess is not only 
extremely satisfactory but also eminently inspiring. It puts faith in our 
own capacity and hope in our future. The problem of modern India is largely 
a problem of her agriculture—the problem of harnessing the omnipotence of 
her soil. He who recreates our land will recreate India. We can only 
conclude with a fervent hope that a still more encouraging report may be 
piven by our agricultural departments when, ten years hence, the (|uestion 
18 asked again—^Watchman! What of the night? 

B. MFKHERJEE. 


A SURVEY AND CENSUS OF THE CATTLE OF BENGAL.—By T. R. 

Blackwood, LL.B., I.C.vS., Director of Agriculture, Bengal. 

This is an exceptionally well written and interesting report on a very 
important subject. Government has long been considering the problem of 
improving the breed of cattle in Bengal. In November 1911 Mr. Blackwood 
was placed on special duty to carry out a general survey of cattle in the 
Eastern Bengal districts. Later, he had to deal with the Presidency and 
Burdwan districts as well. The results of his labours are now presented to 
the public in the report under review. 

Before considering this instructive report and the proposals which it 
embodies, we may glance at the past action taken in the matter. A great deal 
of information on these earlier efforts and conditions is contained in the 
report of Mr. P. J, Kerr (Superintendent, Civil Veterinary Department, 
Be^al) published in 1913 and by an article on the "Improvement of Cattle 
in Bengal" by Mr. Shearer in the Agrimltvrat Journal of India, Fora 
quarter of a century Government has been making " a determined and con¬ 
tinuous effort" to improve the breed of cattle.^ There were schemes for 
igdproving cattle by awarding prizes at cattle fairs and shows and there were 
cattle exhibitions at Kalimpong, Suri and other places. But Mr. Blackwood 
does not mte the results of these exhibitions very high and says that "it is 



112 


The Bengali Economic Journal 

doubtful whether cattle shows will really induce cultirators to take trouble 
to rear good cattle when th^ would not otherwise do so.’* Other measures 
had also been employed. From the farms at Pusa and Siripur bulls were 
supplied on request and efforts were made to revive the Patna breed of milch 
cattle. Unfortunately, while tlie demand for the supply of bulls was heavy, 
their numbers were scanty. Further, the efforts were less successful than they 
should have been through want of co-operation of the local people and the 
absence of any system^ of management or of pi'oper treatment of the cattle. 
Mr, Shearer remarks in his valuable paper : *’^e area of the province is 

enormous, and^ at the best, only a comparatively small portion of it can ever 
be supplied with these better bred bulls. Unless the cultivators can learn 
the lesson of what can be done by selection and breeding, and themselves carry 
on the work, little permanent improvement can be looked for. The weakness 
of the present method of improvement (apart from the impossibility of supply¬ 
ing more than a fraction of the number of bulls required) is that all the 
attention is being concentrated on the bulls, while no account is being taken 
of the cows. However good the bulls may be, no good stock can be produced 
if the cows continue to be starved and neglected as they are now; and there is 
little doubt that they will continue to be starved and neglected until the 
cultivator obtains a better cow. The fact is, that at present the average cow 
is such wretched specmen that the cultivator cannot afford to feed her better 
than he does. Plictically, the only return which she gives for her feed is 
her calf, and that is not enough.” 

The present condition of the cattle in Bengal is thus described by the same 
observer: ** If we except Shahabad and certain portions of North Benar, where 
a fair number of modeiatelv good cattle is produced, the condition of the cattle 
in Bengal could not well be worse.” This state of things is due to various 
reasons whi(:h ar6 well discussed by Mr. Blackwood. The climate of Bengal 
is unfavourable to the development of strong and vigorous cattle. Secondly, 
the amount of grazing ground available for cattle is very limited. “In this 
country the common experience is, that the quality of the cattle varies 
inversely with the intensiveness of the cultivation, and hence it is hardly 
surprising that Bengal cattle are the worst in India. It is almost entirely 
a question of food supply. For many generations, the cattle have been con¬ 
sistently starved, and the result is seen in the degenerate specimens existing 
to-day. Over the greater part of the Bengal plains grazing is very limited.” 
In this matter of reserving grazing grounds less could be naturally expected 
of the tenants and more of the Zemindars who have larger means, and one 
would think, larger views also. But on that question the Bengal Land¬ 
holders’ Association contented itself with referring to “ the comparative help¬ 
lessness of the Zemindars ” and suggested “ a recourse to legislative action on 
the part of the Government.*’’ Government purchase of land to be reserved 
for however, touch only the fringe of the question, and even if 

there was thus made some addition to the grazing area, the objection sug¬ 
gested by Mr. Blackwood stands, that the cattle would soon multiply and 
become too numerous for the extra land. The problem is a very difficult one 
not only in Benpil but in the United Provinces. Mr. Moreland thus speaks 
of the ^reat difficulty of solving it: “When, however, the question of 
legislation to protect grazing grounds came under discussion, there was a 
marked divergence of opinion: the representatives of the cultivated districts 
desired to have the large grazing grounds protected by law, but this was 
strenuously opposed by (he rep;v)sentatives of those interests, who in turn 
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recommended the reservation of grazing: areas in tlie cultivated districts, a 
pmposal that was opposed by some of the representatives of the cultivated 
districts. Eventually no agreement could be come to on this question, and 
the present position is likely to be maintained: the larger landholders volun¬ 
tarily preserving the existing grazing grounds, though objecting strongly to 
being compelled to do so, and the smaller men breaking up the land for (‘ulti- 
vation until the necessary adjustment in prices ensures its retention for 
grazing.” There can thus be only two solutions to the problem of grazing 
grounds; either, as Mr. Moreland says, the price oi cattle may rise until the 
necessary adjustment of price ensures the retention of waste land in grazing, 
or the excellent plan suggested by Mr. Jllackwood may be adapted. He sug¬ 
gests the adoption of mixed faiming so as to give a stimulus to the growth 
of fodder crops. 

Other causes adverse to proper cattle-breeding in Bengal, are, the 
deficiency of suitable breeding bulU, the destruction of a great nuinbei of 
Bruhmini bulls, the practice of castrating bulls at a coni])arativel\ late age and 
the small proportion of the cow’s milk which is reseived foi feeding its calf. 

Mr. Blackwood would improve the cattle of Bengal on two main lines. 
By a system of dairy farms situated in the neighbourhood of lai^e towns, he 
would develo]) the breeding of superior milk-yielding cows, drauj>ht-bullocks 
and seizing bulls. Mixed dairy farms are to be used both for the supply of 
milk to towns and for cattle-breeding, thus reducing the cost of pioducing 
cattle. As to the class of animals to be employed, Mr. Blackwood’s view is 
to improve the indigenous breed “by crossing with superior but nearly allied 
species.” The attempts to import and acclimatize larger animals from other 
provinces have failed. For crossing, the animals should not be too distinct 
in species. As to the agency employed in the work, Mr. Blackwood advises 
tlmt Government should point the way, but the gowalas should also be brought 
into the scheme, and co-oi)erative societies should be started to produce and 
distribute milk. The people in general should be educated in the bettei 
management of cattle. 

The second recommendation of Mr. Blackwood deals with the supply of 
breeding-bulls. Government can set an example of the best way of working 
out this problem in small experimental areas. For the rest the agency of 
Local and District Boards and Union Committees should be employed. This 
cannot, however, do much good unless measures are taken to im])rove the 
cows as well. 

Mr. Blackwood has successfully diagnosed and described the conditions 
which have caused the deterioration in the cattle of Bengal, and if his sound 
and well thought out suggestions <‘ould be followed, a very important and 
difficult problem would be solved. Action on the lines indicated by him should 
not, however, be delayed, for the danger of further deterioration of the (*attle 
in Bengal is a serious one. As the Bengal Administration Re])ort for 1911-12 
says “ die complaint is general that the cattle are degenerating. The alleged 
causes are want of food, and sufficient pasture, careless and promiscuous 
breeding from inferior bulls, starvation of calves and young stock, and the 
castration of the best young bulls. The cattle, as they now are, will tend fo 
deteriorate steadily.^' 


JT. 0. C, 
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STATEMENTS SHOWING THE PROGRESS OP THE CO-OPERATIVE 
MOVEMENT IN INDIA DURING THE YEAR 1914-15. 

REPORT ON THE WORKING OP THE CO-OPERATIVE SOCIETIES 
IN BENGAL FOR THE TEAR 1914-16. 

A SPECIAL feature of this year’s Bluebook on India Co-operation is the inclusion 
ill it of a Population Map of India, specially designed by Major E. A. Tandy 
of the Sui’vey of India Department to show not only the densities of popula¬ 
tion hut also to illustrate the progress of the Co-operative movement in 
India. The population is first shown by rectangular compartments in blue, 
and (‘o-ojierative information is then surprinted in red circles. The fin^l 
result is very satisfactory. There is also a graphic chart showing the gradual 
rise in the number of societies and of members and indicating how 'Capital 
is now increasing slightly faster than membership, being now Rs. 100 per 
member. The Statement fully reveals to us the stupendous inagnitude of 
the Co-operative movement in India with its capital of about nine crores of 
rupees and its membership of about nine lakhs. The total number of societies 
has risen during the year to 17,^127 as against 15,673 during the previous 
year. There are 397 Central, 914 Non-Agricultural and 16,016 Agricultural 
Societies. Of these 16,016 Agricultural Societies, 15,861 are Agricultural 
Credit Societies. It will thus be seen how the progress of the Co-operative 
movement so far shows only a one-sided development. This is, however, not 
to be wondered at. For, as the Maclagan Committee report, “the chief 
object of co-operation in India was to deal with the stagnation of the poorer 
classes, and more specially of the agriculturists, who constitute the bulk of 
the population.” It is well known that the chief object held in view from the 
beginning has been to provide reasonable credit from small agriculturists 
who represent the backbone of the Indian polity. “The problem of agricul¬ 
tural credit,” runs the Government of India Resolution of 1914, “has been 
looked on as more urgent than that of industrial credit, and the efforts of 
Government have been mainly devoted to the relief of the small agricultur¬ 
ists.” The Government acted rightly in doing so, for it has been a universal 
experience that the development of credit co-operation normally and naturally 
leads to the development of other forms of co-operation. Indeed this v^iy 
vStatement shows how gradually other forms of <*o-operation are being 
introduced into India. For we have at present a number of Agricultural ard 
Non-Agricultural Production and Sale Societies and Cattle Insurance 
Societies. But the number of such non-credit co-operative societies is still 
extremely small. It is true that the real motive which had inspired the 
Co-operative movement in India had been the desire to benefit agriculture. 
But—as the Maclagan Committee rightly declare—“this policy of the Gov¬ 
ernment of India, though wise, in the initial stages and fully justified by 
result, might now with advantage be relaxed and the development of non- 
agricultural societies encouraged to proceed pari pamt with that of 
agricultural societies.” 

The total income of the Agricultural Societies amounts to nearly Rs. 374 
lakhs as against an expenditure of nearly Rs. 356f lakhs. In the case of 
Non-Agricultural Societies, the total income of the year, including the opening 
halance, is over Rs. 193 lakhs, which, after deducting all the disbursements, 
leaAes a balance of 6J lakhs. Thus, taking all the societies together, the net 
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balance in band at the end of the year amounts to Rs, 45J lakhs, which shows 
an advance in the operations of the societies as compared with Ils. ^{5^ lakhs 
at the close of the previous year. 

As regards the number of wsocieties it is interesting to note that the 
Punjab with her 3,337 societies beats all other provinces, while Bombay 
is the only major province of which the number of societies falls below a 
thousand. But it is signifi(*ant to note that Bombay has, next to the Unitecl 
Provinces, the largest number of non-agricultural societies. Another inter¬ 
esting fact is that Madras with her 1,600 societies and the United Proviiices 
with her 2,962 societies have almost identically the same number of members, 
Wr., 119,000. 

The Co-operative movement in Bengal shows slow but sbuidy i)rogress. 
The difficulties created by the outbreak ot the gieateat war in history—and 
the dislocation of business generally made them very serious in Bengal at 
the end of 1914—were met evervwdiere “with a gratifying resourcefulness 
and enterprise.” At the end of the yeai the Registrar could record an 
increase in the number of societies from 1,661 to 1,992. The membership 
increased from 90,328 to 107,118, and the working capital from Rs. 89,38,2()*» 
to Rs. 1,10,01,617. Of late years the increase in the number of societies bus 
been viewed in some quarters with considerable misgivings. Hut, as the 
Registrar emphatically points out, ‘‘an increase in the numbei of societies 
does not necessarily mean unsound organization, nor does it in any way imply 
that the important work of consolidation has been negle(‘ted.” Concentiation 
and development should proceed side by side, while rigorous k'sts should be 
applied to existing societies. Wo are glad to find that the Registiar fully 
realizes this and clearly recognizes the undoubted need of edu(*ating tin* 
members in co-operative principles. 

In Bengal, as in other provinces, agricultural societies far outnumber 
non-agricultural ones ; for, out of the 1,992 societies 1,862 belong to the fonnei 
class. The Registrar reports how co-operation has everywhere broadened the 
outlook of the members, how disputes are now settled out of court by arbiti 
tion, how co-operative societies are eveiy^wlieie encouraging a demand for 
education—how, in fact, co-operative societies are giving the members a new 
interest in life. 

. While he describes these achievements of Bengal co-operation, the 
Registrar, we are glad to find, is not blind to its weak spots. Illitera(*y i« 
undoubtedly a hindrance to the progress of the (lo-operative movement, but 
the Registrar shows that even literacy does not help in furthering it. He 
says “ the nature of education wliich is meted out to the sons of the culti¬ 
vators in village schools, instead of developing character, stunts their moral 
uense and encourages a tendency to live more on wits than on manual labour 
and easily converts men, who would have been otherwise honest, into 
petifogging touts.” This requires investigation and remedy. The Registrar 
also refers to “the self-seeking propensities of the managing committees,” 
“the temporal^ misappropriation of cash balance Jby the Uhairman,” the 
unpunctuality in repayment and the admission of undesirable members. The 
Registrar is determined to remove these defects by eveiy means in his power. 

^There are 84 non-agricultural societies, of which five are Weavers’ 
Societies with unlimited liability, three non-credit and the remaining 76 
credit societies with limited liability. It is interesting to note that all the 
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societies in Calcutta with the exception of the Anglo-Indian Society fall 
within the Employee's Society class and the most prominent are the East 
Indian Railway Society and the Bengal-Nagpur Railway Urban Society. 
There are in Bengal new and promising kind of sotdeties, viz,^ the 
Co-operative Grain Banks or Dharmagola^ which lend out paddy during the 
sowing season and collect it after harvest. Three such societies have been 
started: they deserve wider trial. We may refer here to another new 
co-operative experiment in Bengal, the Lakshikole Co-operative Sugar 
Factory, whi<*h is working very satisfactorily. The attention of the Registrar 
has been directed towards the establishment of Weavers* Societies and Supply 
vSocieties: they have a great future in Bengal and we shall be glad to read 
records of further progress in these lines. 

It is always pleasing to read Rai J. M. Mitra Bahadur's Annual Repoits 
which reveal his intimate acquaintance of all the details of the (Voperative 
movement, his whole-hearted interest in its successful development and h’** 
undouhted ability to discharge the heavy duties of one of the most important 
departments under Government. We can confidently look lorward to a most 
healthy development of the movement under his watchful care. 

PANCHANANDAS MUKIIERJI. 


REPORT OF THE T.ANl) REVENUE ADMINISTRATION OF THE 
PRESIDENCY OF BENGAL FOR THE YEAR 1914-15. (Bengal 

Secretariat Book Depot, 1915). 

This rejmrt has a very wide scoj)e and contains a great deal of information 
about the collection of land revenue and other revenue* work in Bengal. It 
records the imjioitant work done by the Government in the way of irrigation 
and drainage, in the direction of giving loans under the Agricultui ists’ Loans 
Act, in the spread of education on Government estates and in improvement 
of roads and communications. It has much to tell us about the Zamindaris, 
their circumstances and their partitions and about the relations prevailing 
between landlords and their tenants. It supplements the above great mass 
of information by succinct and accurate studies of the (‘ondition and prosperity 
of the people of Bengal and of the economic developments which have taken 
place in the provim-e during the current year. 

The total current revenue demands of the year rose to Rs. 2,73,67,531 and 
this rise of two laklis above the demands of the lust year were due to new 
settlements, resettlements and the progressive increase of demand in the 
temporarily^ settled areas and in Government estates. In the permanently 
settled estates the (‘urreiit collections amounted to 99 per cent, of the total 
demand in all but three distric'ts. In the temporarily settled estates the total 
collection representeil 9513 per cent, of the current demand. But on 
Government estates the total collection represented 71-33 per cent, of the total 
and 87-92 per cent, of the current demand. The reason of this is that the bulk 
of reiuission.s was allowed on the estates held diitsctly by the Government. 
The outbreak of the European war affected the collections through the depres¬ 
sion of jute trade and the stojip^ge of credit. It remains to be added that on 
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it« own estates Government spent a lakh and a half on miscellaneous and 
sanitary improvements, Rs. 04,000 on education and more than two lakhs on 
roads and communications. 

The reader may be reminded that the total collection in the present year 
represents about 93 per cent, of the total demand. There were 13,713 defaults 
and of these estates or shares of estate 801 were actually sold. The “ certificate 
procedure” was applied in 59,500 cases; of these, attachment was necessary 
in the majority of cases but actual sale was necessary only in very few cases, 
and only ten persona were impiisoned for non-payment of Government dues. 

The question of amending the Partition Act so as to shorten and improve 
the procedure has been under consideration for some years. In 1913-14 the 
system of carrying out partition under Act V oi 1897 through the agency of 
the Settlement Department was tried; but this pro(*edure had to be given up 
after a trial in three districts, for, as the Government Resolution of that year 
states “the delays caused by the procedure of the existing partition law 
seriously hampered the prej)aration of the Record-of-Rights.” The amend¬ 
ment of the Partition Act as an urgent neci^ssity is shown by the fact that in 
1914-15 “only 43 cases were disposed of, leaving 275 pending at the 
close of the year.” In the previous year 285 (‘ases were pending towards the 
end. The number of cases pending has thus had a tendency to grow; it was 
163 at the end of 1910-11. 

As to advances under Agriculturists’ Loans Act and Land Improvement 
Loans Act, a high water mark had been reached in 1913-14 when the total 
advances amounted to four lakhs of rupees out of which three lakhs were on 
account of “loans granted in the areas affected by the flood.” The same 
year there was a very tangible reduction in amounts overdue. It is a general 
complaint year after year that the amounts overdue are very large especially 
in some districts like Nadia. 

The problem of how to deal with waste lands is a veiy imjmrtant one and 
the policy followed with regard to them by the Government of India has 
received high praise from prominent economic experts. Thus Professor 
I’ierson in his “Principles of Economics” pronounces a high eulogy on tin* 
rules as regards waste lands in force in India. Tie singles ouf as an example 
the rules in force in the Jalpaiguri and Darjeeling districts by which waste 
lands are not to be alienated outright, but are offered at first for a ]>reliminary 
lease for five years and then for a thirty years’ lease. Alienation, at least in 
the early stages is not to be recommended, especially as the prices fetched 
when the State offers large lots of sale are bound to be low. The Dutch are 
already preparing schemes to avert the alienation of the land which will he 
reclaimed when the Zuider Zee is drain<*d. Baden Powell also approved of 
the change of policy from one which alienated the lands outright to the modem 
one of leasing them for periods which allow ample time to develop the (*ultiva- 
tion while reserving the necessary rights of the State. It is only at a much 
later stage that the lease right should be converted'into a duly circumscriled 
right of ownership. 

The above discussion is interesting when we come to consider the question 
of,waste lands in the 24-Pargana8 and Khulna portions of the Sundurbans. 
The report of 1911-12 states that “the number of leases granted under the 
rules of 1853 in the 24-Parganas and Khulna portions of the Sundarbans was 
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i;a. The rent payable under them is Bs. 1,33,447, which will eventually 
rise to Bs. 1,35,802, The rules for the grant of waste lands in those districts 
are still under suspension, and draft rules to be substituted for them are 
under the consideration of the Government. The number of leases in the 
24-ParganaH under the large capitalists' rules was 188 as in the previous year, 
'fhe rent payable under them is Bs. 70,329, rising eventualljr to Bs. 2,35,111. 
In Khulna the number of leases under the large and small capitalists* rules was 
22 and 9 respectively. The eventual maximum rent expect^ from the former 
is Bs. 22,206 and that from the latter Bs. 14,916.** In 1914-16 the number 
of leases granted under the rules of 1879 and 1863 is the same as last year, viz,^ 
188 and 93 in the 24-Parganas and 22 and 38 respectively in Khulna. There 
is a long history behind these figures and rules. In 1879 the rules of 1863 
were revised so as to provide a rent-free period of ten years instead of twenty 
>ears and tliere was only one condition made as to clearance, viz,^ that one- 
eighth of the grant should be reclaimed in five years. Two sets of rules were 
made, one for the large capitalists who wanted plots larger than 200 bighas 
in extent, the other for smaller men who would need plots between ten and 
seventy-five bighas in size. This airaugement as to the capitalists led to the 
growth of system ot middlemen and to land speculation. In 1904, there¬ 
fore, an experiment was made in the direction of a raiyatwari settlement with 
the smaller men. The experiment was successful in Ba(‘kergunge but not 
in the 24-Pargana8 whore there was contemplated a reversal in 1910 to the 
old system of capitalist rules. Last yeai “the Hon*ble Mr. V, J. Stevenson- 
Moore visited the Sundarbans and after studying the methods adopted in the 
past in the 24-Parganas and Khulna Bundarbans as compared with those which 
have been so successful in the Colonization area in the Backergunge Sundar- 
baiis, he submitted a complete note on the development of the tract and 
proposed raiyatwan settlement in certain areas.’* In Backergunge the 
Colonization scheme has been very successful. In 1913-14 there was a 
decrease of new colonists to 239 from 716 in the year before; and it was 
believed that the first rush for the good land was over. But in 1914-16 there 
was again an int'iease of the new colonists to 635 and the bighas occupied 
also were more than double those in 1913-14. The movement is encouraged 
by the growth of (^)-oi)eratiye Credit Societies which now amount to seventeen. 
Arrangements are also being made to improve the (‘ommunications. The 
climate of the Sundarbans is also reported to be steadily improving. 

As the Government Besolution observes, the Bengal Tenancy Act con¬ 
tinues to work smoothly. But the practice of levying illegal cesses still widely 
prevails in the Presidency, and there are many varieties of these exactions. 
Thus, in some districts, the roads and public works cesses are levied from 
tenants at double the rate allowed by law. In a few places there is still levied 
the “marcha,” which is a fee payable to the landlord by a tenant on the 
marriage of a child. This reminds one, by a singular coincidence, of the 
“merchef** levied by the barons in feudal England. There is also the 
“bhikha** or “benevolence** which is a variety of forced alms paid to 
impe(*unious Zamindars. The tenanis, generally, pay these exactions rather 
than submit to other harassments. But the Commissioner of Dacca observes 
that the tenants are learning to resort to combinations to protect their own 
rights and they are helped in this by tlie Becord-of-Bights. Though the 
relations between the Zamindars and tenants are still occasionally strained and 
though we read of the exploiting of the Santal tenants in particular, still, it 
is gratifying to learn that during the economic stress caused by the present 
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war the Zamindars in pfeneral have been showing a sense of responsibility and 
have dealt with their tenants in a spirit of sympathy. 

The outbreak of the present war adversely affected the economic condition 
of Bengal in various ways. With a record jute crop and a slump in prices 
the cultivators lost heavily, though some of them gained through the high 
prices of rice. The landlord class suffered because of the difficulties in realis¬ 
ing rents; while the professional and artisan classes were injured by the high 
prices of food ahd other necessaries. Mainly on account of railway construc¬ 
tion, however, the demand for labour kept steady. (Consequently ‘‘labourers 
were in a better position than the smaller artisans in minor industries, which 
were more or less affected by the war in Europe.” 

Looking at the economic developments of the year we find that the war 
disturbed industries less than might have been supposed. Thus we find that 
the Asansol coal-mining and other industries were not seriously affected and 
that the mills and factories of Howrah of Sadar and Barractpore worked 
actively. But some industries felt the strain of war conditions and among 
these we may include the silk trade of Murshidabad» the betel and cocoanut 
trades of Backergunge and the hide business in Chuadanga. On the other 
hand the manufacture of molasses in Faridpur and that of sugar 
in Jessore were stimulated by the rise in the price of sugar caused by the war. 

J. C. C. 


REPORT OF THE COMMITTEE OF THE BENOATi CHAMBER OF 

COMMERCE FOR THE YEAR 1915 (Preliminary Issue). 

The report of a body of commercial experts representing the business men of 
the first citv in India must always be very instructive reading for the student 
of economics. Indeed the set of reports of the Bengal Chamber will form 
an important part of the material which the future economic historian of India 
or of Bengal will utilize. The whole report will repay careful study; but 
here we can touch only a few of the more important topics on which the 
Committee was called upon to advise. 

Very important work was done bv the Committee on questions arising 
out of the war conditions. Last year it dealt with topics like the Moratorium 
Question for India, the question of British and neutral cargo on board German 
or Austrian steamers detained or captured by Great Britain or her allies and 
with the introduction of a system of certificates of origin in the case of imports 
and of declarations of ultimate destination of exports. This year there is a 
crop of questions of equal importance. Thus, the Committee did good service 
’n emphasizing the necessity of exercising control over all class of enemy 
«ubiects and of carrying out the liquidation of those trading concerns licensed 
to do so. with all possible expedition and despatch. The Committee has also 
broached the subiect of the control of enemy trade and enterpnse after the 
war, but has concluded, wisely and in a spirit of caution and moderation, that 
even should the Government ultimately decide such a control to be necessary, 
the matter will require very careful consideration. As to the Royal Procla¬ 
mation of 7th fTanuary 1915, as regards trading with the enemy, the Committee 
submitted to the Government that its extension to India was unneoessa^, 
regard being had to the restrictions already placed on Indian trade which 
constitute ample safeguards against dangers of the kind contemplated, The 
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Government ultimately did not consider it necessary to extend tbe Proclama¬ 
tion to India. On the question of appointing officers to perform Ae duties 
of custodians of enemy property, the Committee agreed that the appointment 
of such officers would, to a certain extent, be a measure of utility to the 
commercial public, but it submitted that they should not be vested with 
powers of compulsion. These views were reflected in the legislation which 
followed on the subject. With regard to the Wheat Scheme the Chamber 
agreed that it would attain its object of reducing the wheat prices, and the 
('ourse of events has shown the soundness of this view. The Committee also 
performed the useful task of obtaining such information and statistics about 
the hide business in India as might be used in England for the guidance of 
English importers. This was part of a promising efort to enlarge the maik i 
for Indian hides. 

The Government published an order on the drd March by which vessels 
currying contraband “to order” to neutral countries bec*ame liable to deten¬ 
tion. To avoid the resulting inconvenience the Government enquired of the 
(^hamber whether a certificate of destination eTidorae<l on the bill of lading 
by the (histoms authorities of India would meet the difficulty. The Com¬ 
mittee pointed out that the bill of lading is not always on board, and, in any 
case, tliey suggested a modification which would be j)referable to an endorse¬ 
ment. On the important subject of the impressment of steamers by the 
Government of India, the (/ommiftee made various recommendations lo meet 
the convenience of shipowners, which were duly considered. 

But advising on problems arising out of the war was only a part of the 
work of the ('hamber. It had also to consider a great deal of econoniic legis¬ 
lation. Thus, it expressed approval of the bill enabling occupancy raiyats lo 
transfer their holdings, and of the amendment to the Trust Act which extended 
the powers of trustees in the matter of investment of trust funds. It withheld 
its approval from the proposal to establish a city court in Calcutta, arguing 
that much of the present delay and expense could be avoided if proper u«e 
was made of the sections of the Civil Procedure Code dealing with “ discovery 
and inspections” and “ interrogatorie« and replies.” It supported the 
Upper India Chamber of Commerce in the proposal to exempt cotton ginning 
and pressing factories from the provision of Indian Eactories Act as to Sunday 
working, on the ground that their work was of a seasonal nature. On 
principle, it also supported the Bombay Committee’s view of providing an 
interval in the six hours j)eriod of work for children in factories, such interval 
to be used for educational purposes. 

The work of the Inland Transport Sub-Committee may also be briefly 
noticed. It re(‘omiuended that the standard gauge should be extended froit? 
Santahar to Siligfiri at once and this proposal received support from the Gov¬ 
ernment of Bengal. It was a good thing, under the circumstances, to oppose 
the construction of a metre line, and the (''hamber did well to stand up for 
present efficiency and ultimate cheapness; but, of course, in war time the dis¬ 
posable supply of (‘apital is small, and that is a very important consideration. 
In another matter the Chamber discussed what is a corollary of the principle of 
“charging what the traffic will bear.” The Indian Bailway Conferetnoe 
Association has been studying the problem of simplifying the goods tariffs 
of Indian railways. While the railways have done their best to put a large 
number of items in a lower class than hitherto, it is only proper to enhance 
the rates on some articles in,which both the actual and potential traffic is 
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small and not cajpable of expansion. The process of lowering railway rates 
finds its justification only in the possibility of tapping larger underlying 
strata of traffic; and where there is no such possibility neither the public nor 
the railways have any interest in retaining lower rates, especially if they stand 
in the way of a much-desired simplification of tariffs. 

We have glanced at a few of the interesting items in the Committee’s 
Report, but it contains many more of a similar nature, and the economic 
student will dO well to look through this annual resume and storehouse of 
economic thought and activity in Bengal. 
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ECONOMIC GEOGRAPHY.—By John McFaklane, M.A., M. Cum. (Sii 

Isaac Pitman and Sons, London; 1915, pp. 560). 

The publication of this book by Mr. McFarlane, who has been lecturer on 
Economic Geography in the University of Manchester since the Department 
of Commerce was started, makes available for the first time to the economic 
student a complete and at the same time sufficiently brief study of the 
economico-geographical features of the countries of the world. 

Economic geography is apt to be regarded as an extremely dull, if not 
nn entirely profitless, subject of study consisting mainly of a bare catalogue 
of facts relating to the physical features and economic products of different 
countries. 

Properly regarded its main task is not so much to give a descriptive 
catalogue of disconnected fa(*ts as to find causal connections between those 
facts. It is, of course, generally recognized that the geographical position 
of the various extractive industries, as also in lesser degree the manufacturing 
industries, is largely determined by the physical qualities of the places con¬ 
cerned. It is only by a thorough examination of these qualities and a careful 
estimate of their relative influences that it is possible to decide how far 
particular industries are confined b;v nature to certain localites or may be set 
up with success in other places. 

In a country like India where economic expansion is vaguely possible in 
many different directions and over a wide tract of territory it is of the first 
importance to study carefully the economic geography of the various districts 
in order to secure the co-operation of nature rather than engage in fruitless 
efforts against her. 

Economic geography is still a young subject and Mr. McFarlane here 
gives only a geiiend handbook for its study. But it will be found the best 
and most up-to-date work for this purpose. 

r. J. HAMILTON. 


AN TNTRODUOTION TO THE ECONOMIC HISTORY OF ENGLAND. 
THE MIDDLE AGES.—By E. Lipron (London: A. A C. Black, 1915). 

Me. liiPSON’s book is a work of rare erudition, and incorporates no small 
amount of original i^search and thought. It was a great achievement in itself 
to bring together in an eminently readable form '*the large accession of 
printed materials for the study of English economic history.” The arrange¬ 
ment of the book leaves little to be desired so far as dearness and lucidity 



Reviews 


12$ 


ufe couuemed; «ud even a generation which has been accuatomed to the 
wonderful charm of exposition possessed by Professor Ashley might well 
appreciate Mr. Lipson’s method oi treatment. 

The work opens with a study ol the origins of the Manorial System. 
Following the line of thought of Maitland and Vinogradoh', the author decides 
generally in favour of the view that the main stock of cultivator ot English 
soil was originally free. At the same time the element of truth in the 
arguments of the Manorial School is not altogether neglecte<l. As is well 
said: ‘‘No theory of the manor is tenable which lays stress upon one aspect 
to the entire exclusion of the rest. Occ’asionally the private estates of the 
pre-Saxon period survived to form the basis ot the mediteval manor.” This 
18 satisfactory so far as it goes, but surely Roman intiuences in the piocess oi 
manorialization might have been furthei emphasized. Howevei, as Piotossoi 
Ashley says, “ we are still a long way off the final and satisfactory adjustment 
of the various elements which are clearly involved in the problem.” The 
fiscal and e<*onomic forces leading to manorialization are admirably treated, 
as also the influence of the Norman Conquest upon the agiicultural system of 
England. More, however, might have been made of the unification of national 
life after the conquest, as also of the social aspect of media?val country life. 
In a future edition a study might be made of these aspeids of the age, and 
also of mediaeval thought on economic matters. 

The break up of the mediaeval organization of the manorial life is then 
described, and it is shown how the break Up was accelerated by the Great 
Pestilence and possibly by the Peasants^ Rebellion. The enclosure movement 
with its economic causes and effects is excellently tieated but the rather 
narrow chronological scope of the book does not allow of any general treatment 
of the commercialization of English land. The author restricts his view too 
rigidly to the economic conditions of England; and without studying the 
parallel conditions of the Continent it is not possible to appioach what Ashley 
calls “one of the main subjects of attention in English economic history— 
viz,f the removal from the land of that class of small peasant cultivators which 
is still so conspicuously attached to it in France and Germany.” Such a study 
has been attempted by Ashley himself in his essay on the “ (yomparative 
Economic History and the English landlord.” The agrarian movement under 
the Tudors is best studied as the beginnings ot the transition to modern 
conditions in England. It is a pity that Mi. Lipson gives so little space either 
to foreign economic conditions or to the foreign economic writers who have 
done so much service to the cause of the economic history of England. 

To the early history of English boroughs valuable contributions have been 
made by Maitland, Round and Ashley. Mr. Tjipson’s chapter on the subject 
brings their account up to date and gives us an able and vivid account of ihe 
struggle of the boroughs in the twelfth and thirteenth centuries for emancipa¬ 
tion from feudal and political control. It is interesting to find that it was 
far more difficult to wrest concessions from the Chprch than from the secular 
lords. The problem of the increase of population and of wealth in the towns 
has, however, not been treated adequately by Mr. Lipson ; but the next chapter 
on Fairs and Markets is a masterly contribution. The chapters on the Gild 
Merchant and on its relation to the Craft Gilds are also excellent, though 
the subject of the transition from^ the former to the lattei is still a matter 
of controversy. Brentano’s view is that Craft Gilds were formed to protect 



124 The Bengal Economic Journal 

crattsQien ugrttinst tlip tyranny of the (i^ild Merchant, AHhley^a opinion is 
that the Craft (lilds represent a revolt agrainst the monopoly of land^ 
burgesses. Mr. Lipson argues that the antagcmism was not of an economi© 
but of a constitutional nature. The view is interesting and novel, but cannot 
be said to have been indisputably established. 

What weie the merits of the Gild Economy, and how far was the gild 
ideal actually realized? A just view of this is teken by our author, who 
observes that “the gild system had eeitain qualities which may still afford 
ail inspiration to our age and certain dete<*tH which may still furnish a 
warning.'' He defends the gilds against the charge of monopoly by urging 
♦hut in their earlier stages they c*anuot be blamed for excluding from their 
piivilges those who were reluctant to share their charges. He might have 
added that monopoly was only one phase in the history of gilds, and in the 
Biain only a latter day phenomenon, whic*h was by no means a simultaneous 
and all-pervading feature of the whole group of gilds. The gilds deserve 
to live in economic history as the only voluntary attempt to protc ct the 
interests at once of the public and of the member of the crafts. There might 
have been a historical <‘oniiection between the gilds and trade unions of 
which much more should have been made by Mr. Lipson. But will the history 
of the future carry on the parallelism to its logical consequence? The gilds 
fell when commerce and industry ceased to be local and became national. 
Will the trade unions also lose their powers when the nation consciously 
undertakes the solution of the problem of the wage-earning classes? 

Two of the most important chapters in the book deal with Ihe rise and 
growth of the woollen industr>' and the early history of England's foreign 
trade. The latter chapter deals with the neglected beginnings of that trade 
and with the period of alien merchants. Its merit is very high when the 
Merchant Staplers and the Merchant Adventurers have their activities 
chronicled. In some things, however, more might have been said. The capita¬ 
lizing of other industries besides the woollen might have been narrated. The 
expansion of trade through the consolidation of the Norman rule and the 
(Vusades, and the growth of the money economy in England have not received 
their due. Moreover, with the triumph of the Merchant Adventurers there 
was, as Ashley would pul it, “the advenl on a considerable scale of a new 
factor in English economic development, the factor of capital.*' 

It would be a long task, however, to emphasize all the strong points of 
the book and to make all the suggestions which one would desire as to its 
amplihcation. A second edition of such a valuable book must soon be 
demandeil, and the author will do well to add new chapters to it and to treat 
other topics bemdeft the well-worn ones. His great learning will enable him 
to do full justice to aspects of mediaeval economic life which have not yet 
been exhausted or even touched. Meanwhile, our students can be trusted to 
appreciate the privilege of possessing such an attractive text-book, and it is 
also to be hoped that they will not neglect the wealth of valuable references 
furnished at the foot of almost every page. The second volume of the work, 
which the author contemplates, will, one mav be sure, maintain the high 
ideal of learning and research which has been kept u]) throughout the first 
volume. 


J. C. COTAJEE. 
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l^OPULATIUN: A STUDY IN MALTHUSIANISM.—By W. S. Thompson, 

Ph.D. (Columbia University Studies). 

We are indebted to tbe Columbia University for many very able monog:ra])b8 
on economic topics, and Dr. Thompson’s book can take rank with the best 
of them. The doctrine of Malthiis has constantly to be re-stated and re-tested 
in accordance with changes in economic environment, and Dr. Thompson’s 
contribution is tb be welcomed as one more scholarly attempt in that direction. 
One noteworthy feature of the work is the history of the doctrine of Popula¬ 
tion in modern authors; another is the statisti(*al and comparative study of 
the j^rowth of population and the increase of food supply. The attempt to 
measine statistically how far the law of Increasing; Beturn in manufactures 
can at present offset the tendency towards Diminishing: Return is also a hig:hly 
commendable one, thoug:h the results cannot be taken as decisive or final in 
any way. Even those who differ widely from Dr. Thompson as to the results 
will admire the larg;e collection of material and the able and suggestive way 
in which it is marshalled. As (^ohn had put it, we wanted some one to 
“ furnish us with definite concepts in place of the Malthusian tendencies, and 
with exact (|uantities instead of nebulous mag*nitudes.” This is what Dr. 
Thompson has attempted to do. 

The author beg:ins by stating*—or rather by restating*—the Malthusian 
position. It is analysed into two main propositions. The first proposition is 
that “ the siipply of labour tends to im rease faster than the demand for it, 
except under unusual (*onditions.” The second part of the thesis is that ** il 
the supply of labour was tending to increase faster than the demand for it, 
there would not be sufficient of the necessities of life to go around, and th(' 
result would be a lower class which was always suffering from a lack ol 
them.” To these two main jnopositions, Dr. Thompson adds a third, to the 
eff‘e<‘t that, in the o})inion of Malthus, the suffering due to this cause would 
become proportionately less as civilization advanced. ObMously this is a 
liberal interpretation of the Malthusian do(*trine. It neglects many con¬ 
troversies as to the differem e between the enunciations of the ”])rinciple of 
population ” in the first and second editions of Malthus’ Essay, as to the 
importance to be attached to the Geometrical and Arithmetical ratios, and 
as to the degree in which the reasoning of Malthus was based on an inkling 
of the law of Diminishing Return. Thus, in one sense. Dr. Thom])son gives 
us a rathei* broad restatement of Malthusian doctrine. And yet, if we look 
to the stage rea(*hed by the ])rincii)le of population in our days, the restate¬ 
ment is not broad enough. As Dr. (^mnan has remarked, with Malthus the 
(piestiori of population was about the comparative rapidity of the increase 
of population and of the increase of the annual produce of food, but with us 
it is a question of density of population and productiveness of industry in 
general. 

Moreover, while the author has made an intensive study of the relati^ n 
of population to food, he has left almost untouched the relation of population 
to wealth. Professor Fisher has shown that ** a dect’ease in per capita wealtl 
will tend to increase the death-rate and decrease the birth-rate. That is, tlie 
decrease in per capita wealth checks the increase of pojmlation.” Further, 
as the same authority has argued, there has come into more definite operation 
what Malthus called, “ the preventive check ” on population. Among certain 
classes an increase of wealth tends to check the growth of population; so that 
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we can epeak not only of a ‘‘poverty check ta population, but also of a 
“ wealth check to population. But the operation of this new check ie not 
wholly a matter of (congratulation; since it brings with it the possibilities oi 
(legeueration and depopulation. It is a pitjr tl^t Dr. Thompson does not 
deal adequately with the question of these various checks and their operation. 
With his learning and statistical information an excellent study could have 
been made of them. He deals very inadequately with other factors mitigating 
the danger of over-population. Thus, he merely mentions Spencer’s view 
tJiat “the fertility of the race diminished with its intellectual and moral 
development,” and then contents himself with quoting Dr. Newsholme’s 
remark that this view of Spencer is of doubtful validity. The question of 
race-suic ide, too, is hardly dealt with at proper length. 

Various arguments are brought forward to show that population is 
growing more rapidly than it should, compatibly with rational social control. 
'i'huH, he argues that in England real wages have been falling and “the 
(‘oiidition of the wage earner in the United Kingdom has not been growing 
better since 1900.” While it is not attempted here to deny the validity of 
tliis argument, yet ioo much might easily be made of this as a proof of the 
strong action of Diminishing Betums or of the growth of population. A 
further analysis of the period would have shown that in the period 1900-1904 
real wages in England were stationary; in the years 1904-1907, they were 
falling; in 1907-1910, they were stationary; and in 1910-1912, they have been 
rising a little. This is the result of the study made by Mr. W. T. Layton on 
the subject of wages in the United Kingdom. Tt is a familiar fact that when 
prices rise, wages lag behind for a time; and due importance should be given 
to that tendency. If we include a much longer period in our view, we see 
that the rise of real wages since 1810, has been almost uninterrupted except 
for the short periods 1873-1879 and 1900-1910. Tt has also to be remarked 
that the liigber costs might be due not so much to exhaustion of soil, as to 
what Mr. Layton calls “an overdevelopment of the manufactures in the last 
dficade or so.” This shows, of course, a sort of diminishing retuni, but one 
due to miscalculation, and as such remediable. Prices have been affected by 
other factors too. Rise of prices, decline in number of cattle, and unhealthy 
extension of agriculture of which Dr. Thompson speaks, have been attributed, 
to a considerable extent, to protection by Herr Gothein. 

Dr. Thompson’s figure's as to the growth of population refer only to the 
leading European countries. Tie might have strengthened his c’ase by 
arguing that in other countries too, where European hegemony has been 
established, population has rapidly multiplied. This view has been ably 
established by Dr. Wilcox in the American Economic Review for 1915. 

One can agree with Dr, Thompson that in future one important task for 
men will be too simplify their present standard of living. But that time 
has not yet (‘ome for the majority of workers. As Dr. Marshall observes: 
“ Tt remains true that, taking man as he is, and has been hitherto, in the 
Western world the earnings that are got by efficient labour are not much above 
the lowest that are needecl to cover the expenses of rearing and training 
efficient workers and of sustaining and bringing into activity their full 
energies.” At the same time as Dr. Marshall admits, the example of Japan 
shows that some of the more expensive and conventional necessaries might 
well be given up. 
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Difference of view on particular points does not prevent the critic from 
offering his homage of admiration to Dr. Thompson's work. It is a most 
important and up-to-date contribution to the theory of Population. 


3. C. COYAJEK. 


INDIAN FINANCE, CUREENCY AND BANKING.—By S. V. DoRAiswAMr. 

We have received for review a small book with this ver>’ ambitious title. 
The book is a reprint of articles that appeared in some Indian newsi)aper8 and 
magazines on various occasions. We find consequently a lack of unity and 
cohesion in the treatment of many important topi(*s of which the book inerel.\ 
touches the fringe. The author has given a chapter on elementary 
principles of money and a descriptive account of the cimency systems ol 
advanced countries. This, amongst othei things, leads one to the interence 
that the book is meant for laymen uninitiated in the intric'acies of monetaiy 
science and for university students who wish to have a general acquaintance 
with the problems of Indian Currency. But the spirit in which it is written 
entirely defeats this end. The markedly partisan tone of the book echoing 
the orthodox views of Dadabhai and Dutt and imitating the criticism of the 
Indian monetary system by the indefatigable, Mr. M. I)e. P. Webb, renders 
the book useless and mischievous in the hands of the uninformed. The authoi 
who will describe the Act closing the mint in 189r‘l as a disastrous “piece of 
confiscatory legislation “ and who writes that “during the last twenty-two 
years the Indian Currency System has been the bleeding victim of vivisector^' 
experiments of successive finance members and Secretaries of State “ musi 
know that whatever the value of such criticisms, a bundle of them made uj^ 
into a book may be in his own mind, cannot be regarded as a useful contribu 
tion to economic knowledge. The declamation has no scientific value. 
Many mistakes have been made by the authorities in shaping the Indian 
Currency System yet it must be said at the risk of appearing to disiijirage th< 
work of an Indian writer who has been bold enough to enter into a new field 
that in the present condition of economic inquiry in India, much harm is done 
by the confident tone of finality adopted by men speaking without any special 
knowledge or experience. 

The most useful part of the book which ought to have been published 
under a more modest title is where the author gives a brief history of the 
Indian Currency System and where he gives a summary of the evidence and 
the report of the Chamberlain Commission. A small bibliography adds to the 
value of the work. But we can hardly recommend it as a safe guide for the 
man in the street for understanding in difficult problems of Indian Finance 
nor can we regard it as an appreciable contribution to the serious economic 
literature of the day. 

X. 


A HISTORY OF ECONOMIC DOCTRINES.— Bv Gtde d Hist London: 
G. C. Harrap and Co. 1915). 

Tm.s book is a remarkable example of the French genius for criticism 
and generalization. It bears little resemblance to the subtle and sometimes 
bewildering essays on economic dogma which are brought out by American 
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»cholar» like Davenport, Whitaker or McFarlaue. Indeed M. Gide himself 
remarks on these American writiiifcs that ‘Mt is quite impossible for us to 
fifive an exposition of the subtle analysis in which the quarterly reviews of 
the Amern an universities take such a delight, and which undoubtedly afford 
a very welcome relaxation in an atmosphere so charged with pragnjatism and 
realism/* The book of MM. Gide and Rist is of an artistic character and oi 
creative order, and so differs from the learned but text-book like and some¬ 
what eclectic work of Mr. Haney. Dr. Canna’s “Production and Distribu¬ 
tion ” shows a higher critical acumen than the book undei review; but, at the 
same, the former work is less appreciative and, at times, even hypercritical. 
Its range of view is confined only to a portion of English Economic literature 
and it pays far too miu‘h attention to the formal side of the science. On the 
other hand one who masters Gide’s book knows a great deol of what is best and 
most important in Economic Science. 

MM. Gide and Rist divide economic history since the eighteenth century* 
into five large epochs of thought. We are first introduced to the founders 
of the Classical School—from the Physiocrats to Ricardo. The second epoch 
brings us to the critics of the orthodox school: Ihese critics and opponents 
consist of the school of Sismondi, the advocates of “Notional Political 
Economy** and the older Socialist Schools. Tlie third epoch brings us to 
the Optimist School when Liberalism came io the fore under Mill and Bastiat. 
The fourth epoch begins with the advent of new schools of dissenters; these 
consist of the Historical School, the Scientific Socialists, the State Socialists, 
and the followers of Social Catholicism and Social Protestantism. In the 
last epoch, however, the orthodox doctrines trinm]>h once more, through the 
efforts of the Mathematical and Psychological School and through the doctrines 
of the Solidarists who are, of course, the particular favourites of M. Gide. 
Indeed, in this epoch, not only does Liberalism triumph but it runs into the 
Icqnentable extreme of Anarchism. Thus the history of economic dogma is 
represented in a series of rhythmic movements towards and away from the 
essential and true orthodox position. The book consists, as it were, of two 
trilogies—^in each we start from the truth, witness a dissent from it and finally 
return to a renovated and rehabilitated truth in strict accordance with Hegelian 
logic. 

Such is the beautiful scheme which lends us from the Physiocrats to our 
own days. Yet that scheme though brilliantly clear and marvellously logical 
IS not without dangers of its own. Thus when we find Ricardo and Malthus 
grouped together in the same chapter as the divsciples of Adam Smith, we 
are ni soine danger of forgetting the very different relations in which they 
1 v M predecessor. The real successor of Adam Smith was 

Malthus, while Ricardo radically altered Smith’s conception of the Economic 
Science by separating it from natural religion. Further, as Patten has 
shown, Smith and Malthus view society primarily as an agricultural 

community,*’ while Ricardo was so immersed in the new industrial condi¬ 
tions, that he was not conscious of the agricultural world demanding attention 
^ the second epoch, too, M. Gide iuxtaposes the names of List, Sismondi. 
Owen and Proudhon—^men who had little in common except their want of 
orttodoxy. So, also the fmyth epoch hrinjrs together rather indiscrimi. 
nately, Marx, ^hmoller and Le Play. As regards the last epoch, one might 
say that M. Gide exaggerates the importance of Solidarism which is 
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represented by him as the logical and necessary consummation of the whole 
process of the history of Economics. As a matter of fact in France alone is 
there any important following for 8olidarism of which the chief apostles are, 
M. Gide bimself, Bourgeois and Bougie. Neither its principles, which only 
emphasize the need for co-operation, nor its practical programme which is 
identi(‘al with that of the Socialists of the Chair, present any essentially novel 
aspects. Indee^, its relation to the oithodox school is somewhat doubtful, 
since it rejects the leading principles of egoism and competition, and adopts 
altruism as the chief motive of men. Joseph Bambaud is right wlien he urges 
that the idea of Solidarism was unknown to the classical economists. Leroy 
Beaulieu thinks that Solidarism leads to the garantismeof Fourier, and 
M. Tarde’s opinion is that it tends towards Colledivism. The fact is that 
Solidarism is a rather hazy and nebulous belief. But though it is possible 
to discover weak points in the scheme round which MM. Gide and Bist have 
arranged their stores of erudition, vet it must he unreservedly admitted that 
it is the best scheme yet brought forward bv any economic historian to com¬ 
prehend in one formula the whole history of our dogma, and that by follow¬ 
ing it one gets an excellent view of the ebb and flow of economic iheory. 

Having dealt with the general scheme we shall now deal with some 
particular topics. The work takes up the history of Economics only in the 
eighteenth century, and thus takes no account of the views of the Ancients 
set forth so well by Mr. Bonar, or of Mediaeval opinion treated so ably in 
Bambaud’s Histoire des Doctrines Economiques. Tn dealing with Adam 
Smith\s obligations to the Physiocrats, M. Gide adopts a judicious attitude— 
placing scientific truth before patriotism—and urges the superior claims of 
Mandeville, Hume and Hutcheson to be the godfathers of the new doctrines. 
Indeed, as Patten has recently shown, the opinions of the Physiocrats them¬ 
selves were much influenced by the teaching of these English philosophers. 
Poming to the theory of Yalue, it might be said that the various different 
forms in which that theory was held by Adam Smith and Ricardo are not 
clearly analysed and presented. It is curious also that no full account is 
given of the evolution of the theory of International Trade, though at p. 304 
some description is given of Mill’s contribution to the theory. In this respect 
—^but in this respect only—Bambaud’s treatment in his history is preferable: 
for the rest, Rambaud’s book suffers from its theologieal bias. One may add 
that a disproportionate amount of space is devoted to socialistic theories— 
indeed much more than one-third of M. Hide’s book is so taken up. At the 
same time, while whole chapters are devoted to many individual English and 
French economists, no German writer except List is fully treated. The 
Mathematical School is discussed with too great brevity, and it is hardly satis¬ 
factory to say that the school pretends nothing more than to give a fuller 
demonstration of the theories already taught by the old masters.” 

But though it is easy to differ from the authors as regards particular points 
or phases of the book, it is impossible to deny that the work as a^whole is 
a moat lucid, well arranged and masterly treatise onrihe history of Economies. 
Its merits go far to justify the editor’s remark that France still maintains its 
pre-eminence in the domain of the History of Economies. 


J. 0. COYAJEE. 
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WAE AND LOMBAEI) STEEET.—^By Hartley Withers (London: Smith, 

Elder and Co., 1916). 

BEITISH WAE FINANCE 1914-16.—By W. E. Lawson (London: 

Constable and Co., 1916). 

THE POLITICAL ECONOMY OF WAR.—By F. W. Hirst (London: J. M. 

Dent and Sons, Ltd.). 

THE ECONOMICS OF WAE AND CONQUEST.—By J. H. Jones (London: 

P. S. Kinflr and Son, Ltd.). 

It need hardly be said that of the four works now before us, Mr. Withers' 
book is, by far, the ablest. Every student of Economics will endorse Mr. 
l^rice's view that “ no writer indeed on such topics since Walter Bagehot has 
been happier than Mr. Withers’ in renderinj? the technicalities of currency 
and banking intelligible and interesting to ordinary citizens.” It is fortunate 
indeed for England that it is able to secure siudi financial talents for the past 
of the Director of Financial Inquiry in the Treasury. Other and larger 
works will no doubt be written on the finance of the great war. But as 
representing the contemporary impressions of a great financial expert, this 
little book will always remain a classic. Mi. Hirst’s book may come next. 
It is an ambitious work which tries to give us something like formal 
treatise on the Political Economy of War.” It deals with the general 
question, whether wars can be made to “pay,” and answers it in the negative. 
It treats also of tlie growth of expenditure on preparations for war and with 
the increase of debts due to war. It ends with a brief treatment of the 
finance of the present war and its cost. Mr. Lawson is a well known writer 
on finance, and in his present book he gives us his views not only on war 
finance, but also on the various State trading ventures which he ciiticises 
vigorously from the old liaisser Faire point of view. He also condemns the 
Treasury restrictions on new capital issues. A remarkable chapter in his 
work is the one entitled “The doom of the one-man budget.” There the 
effect of the war on the financial system of England in the future is estimated. 
“ It is only in British finance that the one-man Treasury and the one-man 
Budget survive. In every other country worth counting, the national revenue 
and expenditure are surrounded by checks and safeguards which we disdain 
to use* * * * Pqj. burdens which are being piled up on us an 

entirely different kind of Budget will be needed from the one we have become 
so painfully familiar with in past years.” The author suggests that England 
should imitate the example of France which possesses a permanent Finance 
Committee, which examines the estimate before they are submitted to the 
Legislature. Vigour of criticism and boldness of suggestion are never to be 
found wonting in Mr. Lawson’s writings. 

^ Mr. Jones’ ** Economics of War and Conquest ” is a scholarly work devotetl 
mainly to the examination of Mr. Norman Angell’s theories and paradoxes. 
The economic futility of war and conquest, the value of indemnities and the 
relation of territorial gain to economic welfare are some of the problems 
studied here in a careful and moderate sjiirit. Mr. Jones may not succeed in 
upsetting Mr, Norman Angell’s views on the futility of wars for they are 
more balanced than their critic takes them to be: but Mr. Jones* chapter 
on war indemnities is in itseVF an important contribution to the subject of 
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war finance, and there is also a brief but reliable account of the finances of the 
belligerents. The young author has fairly won his spurs. 

We shall now tiy to bring together and examine some of the important 
views of these writers on the economics of war, and we shall begin by con¬ 
sidering the theory of the economic futility of war and conquest. Mr. Hirst 
examines the wars of the seventeenth and eighteenth centuries, and shows that 
none of them “paid”—^not even the “glorious” Seven Years’ War. Great 
Britain is accused by the continental writers of having filched the trade of other 
European nations during the Napoleonic war. But Mr. Hirst argues that too 
great a price had to be paid for this gain in the shape of the shock to national 
c.redit and to the gold standard, in the break down of the Poor Law and in 
the encouragement to the protectionist tendencies which led ultimately to 
“the Hungry forties.” Mr. Hirst would go so far as to justify Pomilly’s 
paradox that a victorious wai is more calamitous to England than a defeat. 
To liucan’s “ Multis utile helium ” he opposes Adam Smith’s view, that war 
while it enriches a few impoverishes the many. But, although this may be 
granted, it does not follow tha+ territorial acquisitions made through war aie 
not important elements of economic gain. As Mr. Jones argues, “ If no gain 
was effected by the acquisition of Alsace-Tiorraine no loss would be suffered 
if it were now returned to France. Nor would any loss he felt if S(‘hleswig- 
Holstein were handed back to Denmark, East Prussia were presented to 
Russia, Westphalia ceded to Belgium and Holland, Saxony to Austria, Silesia 
to the New Poland, and so on, until ‘Germany ’ was left with only the plains 
and the pleasant lakes of Brandenburg.” National existence and greatness 
are surely sources of even economic gain. Even from the purely economic 
point of view, we can argue on the side of the utility of many conquests. As 
Mr. Jones urges, the cost of Government does not increase proportionately 
with the value of territory added, Secondly “if Alsace-Lorraine has i>roved 
to be richer, as a province than the average for Germany, and an appropriate 
share of Imperial taxes is paid by the people, the amouiit of the taxation 
falling on the rest of the Empire is reduced.” Finally the leproductivo under¬ 
takings of the Empire, such as the Post Office, aie more profitable than they 
would have been, if they had not included Alsace-Lorraine. Thus we see that 
there is an element of gain in many conquests and this has to be balanced 
against the cost of the wai. Neither the Pacifists, nor the war-fanatics are 
light; the question of the economic utility of each conquest is to be settled 
on its individual merits. It may be that neithei Mr. Norman Angell nor Mr. 
Hirst assert absolutely and unconditionally that war must be economically a 
failure; but certainly that is the impression they leave with the gieat majority 
of their readers and such an impression was worth combating. 

As regards indemnities, generally the same answer is to be given. 
Extremists like M. Lavisse and Mr. Norman Angell are wrong in believing 
that an indemnity can do nothing but harm to a victor. It may, of course, 
be as Norman Angell states that “Germany was ten years after the war, a 
good deal worse off, financially, than her vanquished rivalbut thatls only an 
argument post hoc ergo propter hoc, Schmoller has pointed out that the 
Frencli Indemnity was brought home unskilfully, and that the faulty i)roce- 
dure was the cause of much of the ensuing trouble. The true view has 
baen advanced by Mr. O’Farrell that “the indemnity was in some ways an 
injury and in other ways a gain to Germany.” Indemnities need not and 
should not be brought liome in the shape of either gold or goods. At the 
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cud ot the present war, the conquerors might confiscate the foreign invest¬ 
ments ot Germany, or they might be paid in bonds issued % the German 
Governments. The victors can thus draw an annual income from these bonds 
and investments; or they might be selling the shares and bonds, as they like, 
bring the indemnity gradually at their own convenience. Mr, Hirst himselt 
seems to approve the “ balanced and qualified opinion ** of Mr. O’Farrell, 

In an extremely interesting eliapter on ** the trade in Armaments,” Mr, 
Hirst gives a full account of the nefarious machination of the armament firms, 
whicd), naturally, have a direct pecuniary interest in war, A speech of Hr. 
Ijiebknecht is quoted whicjh exposes the connection between these firms and 
the authorities, the combined international interests of the armament fimis 
in different countries, their efforts to bring[ about wars and the systematic 
bribery and corruption carried on by them in different countries. An event 
which certainly contributed to bring about the present war “ was the division 
of Turkey between Krupp and an English group of armament firms, E.rupp 
(supported by a German Military Mission) taking over the military control 
of the Turkish army and the fortifications, while ‘^the British group (with a 
naval mission) took over the naval reorganization. It has been frequently 
stated to Russia that this German move made war between Germany and 
Russia inevitable.” When we are thus told how many incitements to war 
thus existed our only wonder is that war kept off so lonp, and our respect 
for the diplomatic services of the countries concerned is lieightened. 

Coming to the emergency measures taken during the present war, the 
first topic to consider is whether the emergency currency oi England should 
have been issued by the State or by the Bank of England. Mr. Withers 
argues that the issue of Treasury notes was “ a needless break with tradition,” 
the more so as ” it is probable that new Bank of England notes could have 
been more quickly produced.” Professor Nicholson and Sir R. H. Inglis 
Palgrave have argued on the same side, the latter showing that the State made 
no {profit on the issue of its notes. It requires some courage to argue against 
a view held by such high authorities. Still one may be permitted to show 
that the arguments foi the view opposed to theirs are extremely strong. In 
such a world conflict as the i)resent, even the credit of the Bank of England 
might have proved unequal to face into circulation the vast amount of notes 
necessary. The reserve of the Bank had already gone through a heavy drain— 
it amounted to £27 millions on duly 29th and was reduced to £10 millions 
on August 7th, 1914. Moreover, as the power of borrowing emergency 
currency by the joint stock banks had been fixed at £200 millions, this in itself 
would have been a very heavy demand for the Bank to meet. Again, if the 
notes had been issued by the Bank, it would have been made the arbiter of the 
fate of the joint stock banks and would have supported them only on what 
terms it chose to. Finally, there were signs of a run on the English joint 
stock banks; this was exactly the moment for the Government to step forward, 
and in the face of a crisis of an exampled magnitude to place the currency of 
England on the broad foundations of national credit. 

It is matter of the highest importance to notice that the State has acted 
with such exemplary vigilance in the issue of the Treasury notes that it has 
avoided inflation at least of any appreciable extent. In the Economic Section 
of the British Association, both Professor Foxwell and Mr. Gibson have argued 
that there has been as yet no inflation. As has been argued in the ^conomttif 
if we deduct from the outstanding amount of the Treasury notes the amount 
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of gold actually earmarked, Hceoudly, the amount of gold that tliey have 
replaced, and thirdly the notes kept by banks as till money, there aie very 
few left over to affect prices. 

Mr. Lawson is not opposed to the issue of Treasury notes, though In 
calls it “a measure of hand-to-mouth order,’’ since theie was no time when 
the crisis began to think out a well-considered currency s(*heiue. He wilh- 
liolds his judgment and thinks that it will only be possible to judge by 
results whether the Treasury notes were better remedies for the crisis than 
the suspension of the Bank Act would have been. Indeed, sometimes Mr. 
Lawson goes so far as to suggst that the Treasury' notes might become the 
nucleus of “ a permanent system of minor currency issued by the Treasury.’' 
He also admits that the arguments for State issues of small notes are numerous. 
But both Mr. Withers and Mr. Tiawson are at one in recommending that the 
Treasury notes should be rescued from their present anomalous and undefined 
position. 

The question of the conduct of the joint stock banks at the beginning ol 
the present crisis has given rise to much controversy. In the Kconomic 
Journal of 1914 Mr. Keynes passed severe strictures on tlieir conduct “ Our 
system was endangered, not by the public running on the banks, but by ihe 
banka running on the Bank of England * * * The Government had hoped 

that in placing the public credit boldly, cheaply, and in huge amounts at 
the disposal of the banks as the natural channel between them and the country 
at large, the greater part of this credit might percolate ihrough to the 
industrial and financial world generally and serve to oil Ihe wheels of the 
whole economic machine. On Aiigust 2()th Mr. Lloyd George was moved to 
express his disappointment * * * The right view must depend upon how 

intrinsically desperate the situation during August was leally. 1 believed, 
and subsequent events are constantly strengthening Ibis b(*lief, that it was 
amenable to courageous action.” This dictum has been endorsed by both 
Mr. Withers and Mr. Jones. The banks caused a run on the Bank of Enf>land 
by withholding gold from their customers, and they increased the amount of 
the “other securities by relentlessly calling back their loans from the bill 
brokers.” Finally, they withdrew their own reserves from the Bank and in 
these three ways drained the Gold Reserve of the Bank. At the same time 
a good deal could be said on behalf of the banks. Their first duty was 
towards their own customers, and the law of self-preservation is the HU])reme 
law. Moreover they could also argue that the accommodation granted to 
fhem in the shape of Treasury notes did more good to the Government than 
to the banks. The great services rendered by the banks during the crisis 
have not received adequate recognition. Finally, their keenest critics have 
asserted that their later conduct was irreproachable. I’hrough the banking 
•moratorium the banks could exercise their discretion as to meeting ch<»(|ucs 
drawn on them. “Most of them used this discretion wisely, and allowed 
customers to draw what they wanted for ordinary pur])oses.” Mr. Withers 
adds that “the banks did not avail themselves of the subsequent exlension 
of the moratorium for two or more months.” 

Much criticism has also been levelled against the measures taken by the 
State for the rehabilitation of the bill market. Mr. Lawson argues thaf the 
State “ went at it blind,” not knowing with any degree of accuracy the amount 
of the bills^ outstanding; and that the holders of Mis in sending them to the 
Bank for discount have been largely actuated by a mere desire to escape their 
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liabilitieH ’’ (p. 120); Mr. Withers adds that the arraugement did not produce 
a Hatisfaciory result, siuee the banks, on being relieved of the old bills, did 
not show “ greater readiness to assist in the task of reorganizing exchange by 
buying new bills inoie freely.’' Finally, Mr. Withers pgues that by the 
sehenie adopted, the joint stock banks were made the arbiters of the position 
of ac cepting houses which were their own rivals. 

Against these arguments can be adduced others at least equally strong. 
I'liough there were no statistics of the bills outstanding, the State’s advisers 
made a guess as to their amount, which was very shrewci and exact as events 
showed. The State suffered little loss from the scheme of helping the bill 
market. Mr. McKenna was able to announce in June 1915 that the State 
had been saddled with no great liability—the outstandings at even that early 
date being under fifty millions. The banks could not be blamed for not 
buying moie bills, if with the contraction of business due to war, the output 
of bills had been gieatly reduced. Finally, there were no complaints of 
adveise disciiinination when the time came for acceptors to satisfy the Bank 
of England and the joint stock banks as to the nature of the transactions on 
which the bill was based and to explain why money was not forthcoming from 
their clients. 

it is less easy to defend the Treasury restrictions on new capital issues. 
Mr. liawson argues that through these restrictions “millions and millions 
of capital, which but for these restrictions might have been earning good 
retuniH as well as rendering useful service to the country, have been piled up 
in the Bank of England.” A writer in the Economist (23rd January 1915) 
takes up the same line of argument and argues that the Treasury is not the 
proper authority to decide whether an enterjirise is of national interest to a 
sufficient extent to make a demand upon the national capital. Further, that 
if foreign clients of England are deprived of loans they will not be able to 
buy English goods. It is also urged that “ credit is not like a bowl of water 
diminishing as cupfuls are borrowed from it.” May it not, however, be 
replied that the superstructure of English credit should bear some ratio to 
the total stock of gold which is large indeed but not indefinite? One might 
add, that though loans are sent out in the shape of goods, the productive 
capacity of the nation has at present to be diverted more and more to war 
work from the manufacture of exports. There is much to be said for a 
temporary measure of whicli the object is to conserv’^e the lending power in the 
country in the nation’s interests. 

The closing of the Stock Exchange is another focus of controversy. Mr. 
Lawson’s attacks are fiercest at this point. His view is that the Stock 
Exchange was made the scapegoat of more powerful and higher up offenders; 
that only forty large firms, chiefly foreigners, thratened to “hammer” them¬ 
selves, otherwise the rank and file of Stock Exchange members were solvent; 
that Downing Street had two bogeys—the dumping of German stocks in 
T-iondon, and bear-vsielling; that the total Stock Exchange liabilities were 
estimated at only seventy to eighty milions sterling and that banks and out¬ 
side money-lenders had the greatest stake on the Stock Exchange. To this 
train of reasoning the reply might be made that Stock Exchanges closed all 
over the world when the war began. Mr. Withers, though an acute critic 
of most of the emergency measures, says of this one: “So many brokers 
found themselves embarrassed by the headlong nature of the fall in prices 
during the week before the Hpuse closed that, it is said, the committee was 



Reniews 


135 


obliged to close lest even a worse thin should happen/' Each of the forty 
firms mentioned by Mr. Lawson would also have numerous partners, and the 
standing of the firms concerned has also to be taken into a(‘eount. It might 
also be added that the banks luid nothing to gain from the closing of the 
Stock Exchange since the closing of that institution solidified a great j)art of 
their assets and made them useless. Mr. Lawson also assails the restrictions 
imposed on thejivork of the Slock Exchange when ieo})ened. He contemplates 
the Germans gloating over the reopening of the Stock Exchange under such 
stringent precautions. *‘Is this/' says the Jhrlincr Tagvhhitt, “really an 
open market, in which supi)ly and demand meet? What sort of a Ihmrse is 
this?” Mr. Lawson also envies the greater smoothness and speed with which 
the work of Wall Street was restored. He admits that the conditions there 
were simpler than in London, but “the eredit of its more rapid return to 
normal conditions was also largely due to their comparative freedom from out¬ 
side interference." The best answer to these yearning's and strivings is the 
opinion of such a practical expert in finance as Mr. Withers. He observes 
with a confident logic: “If the House bad opened and dealings had been 
free, it would have been impossible to prevent our enemies from financing 
themselves at our expense. Who could have prevoTjted, for exam])le, German 
holders of American or Canadian securities from selling them to Dutchmen 
and the Dutchmen from selling them to us? A free maiket was impossible 
on political grounds." On such a point as this, the only opinion which counts 
is that of the great London financiers; and hence it may be permitted to quote 
the views of another financier. Mr. H. C. Sonne has recently written a book 
named “The City—July 1014-15." Discussing the reopening of the Stock 
Exchanges, he remarks at j). 48: “It was necessary to impose drastic 
restrictions in the regiilations, chiefly in order to ])revent the enemy from 
selling out securities in London through neutral countries; yet in spite of 
these restrictions the reopening has so far been a success. Many speculative 
ante-war transactions have—prices allowing—been finally t iosed, and the 
ordinary investment business has once more been resumed." Indeed the 
restrictions could not be very heaAy, if, os Mr. Lawson himself 
admits, 75 per cent, of the liabilities of the Stock Exchange have been 
liquidated within four months of its reopening. 

The most valuable part of Mr. Withers' book is where he enlarges on 
some much needed lessons which the war is bound to impress on the liondon 
market. For one thing, he does not agree with those who would prevent 
joint stock banks from doing accepting business in the future. He rathei 
believes that “ for a bank to give its name to a bill on behalf of a customer 
whose position it is exceptionally well able to gauge is a perfectly natural 
operation." He, however, warns the banks that acceptances are a kind of 
liability which should not be indulged in too freely. 

Another lesson to be learnt is about the use of Finance Bills. Here also 
a too lavish employment of the devise is to be condemned. “For some time 
before the crisis it had been felt that finance bills had*been created too rapidly." 
This is not the first time that Mr. Withers has raised his warning voice 
against that procedure. In his book on the “ Meaning of Money " the point 
had been emphasized, one might now say in the light of events, propheticallv. 
Brrt now that the evil foretold has come to be realized, Mr. Withers wisely 
insists that in order to avoid Scylla there is no need to rush on to Tharvbdis; 
and that, if Lombard Street now insisted too rigidly on cutting off finance 
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billfl, tbe effect on the export trade of England would be disastrous. ‘*0^ 
the whole, it may be say, that the machinery by which English money is 
borrowed l>.v foreign countries, enabling them to buy our goods and services, 
and to pay their interest on existing debts to us, has stopped with a jerk. 
The coiiseiiuence inevitably is a lessened demand for our goods and services, 
and defaults in interest payments.” 

The war has taught the world anew how great is the strength of London 
as a financial centre. By insisting on the repayment of what was due to it, 
London ” put the rest of the economically civilized world, for the time bein^, 
into the bankruptcy court.” London has perhaps been tempted to use this 
giant strength with too great abruptness, hut as Mr. Withers admits, this 
was only natural under the conditions. Mr. Withers might have easily added 
other proofs of London’s mighty power. The very early shaking off of the 
incubus of the moraton'um, the amazing revival of Sto(*k Exchange activities, 
the financing of the Allies, the constant pumping out of gold to correct 
foreign exchanges—these and many other great activities attest to the finan¬ 
cial might of Tiondon. Her credit still bestrides the world like a might;S' 
Colossus. To keep to this pride of place, it is essential, as Mr. Sonne observes, 
not to recall English floating debts from abroad and ” to maintain London’s 
free Gold Market with favourable exchanges, whilst at the same time the 
private discounts are kept on a moderate level.” 

The joint stock banks have also learnt the need of larger cash reserves. 
Both Professor Eoxwell and Mr. Withers rub in this lesson energetically. 
The fonner argues that the banker’s panic was due to their knowledge that 
” if the public generally had demanded in gold 5 per cent, of the sums standing 
to their credit, whether for pitr]ioses of export or hoarding, or even for extra 
pocket money, the whole system would have collapsed.” The banks will, 
it is hoped, also learn how far it is safe to go on lending to the Stock Exchange. 
Before the last crisis they had lent two hundred and fifty millions against 
Stock Exchange securities and about eighty millions to stock brokers. 
Lending on such a scale promotes speculation dangerously. 

And what of the much-discussed sugai deal ? Critics have generally 
shown little mercy to it, and Mr. Lawson is one of the sternest of them. But 
a good case can, nevertheless be made out for it. Tt has, of course, not been 
successful as a measure for controlling prices. But it may be regarded as a 
safeguard against Germany’s possible efforts at causing a sugar famine in 
England. The mnneeuvres of rival Trusts against each other can’cause strange 
fluctuations in prices, but these are nothing to the startling possibilities when 
whole empires begin campaigns against each other in the economic sphere. 
Professor Alberti alleges that there was a “ sugar-war ” between England and 
Germany, the latter trying to cut off the sugar supplies of the former. This 
move had to be met and defeated even at some cost. 

So far we have discussed the books mentioned above. But there is still 
room for a comprehensive work dealing with the various aspects of the exten¬ 
sion of the functions of the State during the war. The State, in a war of the 
present dimensions, has firsi to support finance and industry, if, in the long 
run, it expects to be supported by finance and industry. Assistance given 
to the banks, to the money market and to the bill market is, of course, a 
stupendous task for the State, but it is only one aspect of the many-sided task 
of supporting the national itMustry and finance—one might say, indeed, the 
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ptfUtieally, iinancially and industnally. It, Norman Augeil could have tore- 
-etm elfooie^af such an economic mobilization, be would have even a better 
etTftiment tor the futility of wars than the one he has put forth. 

Yet the war may have taught useful economic lessons which may, if well 
used, accelerate future economic progress. So many experiments, on such 
a scale, and on so many most important economic lines, have never been 
tried before, and the results are bound to be most valuable. If the State has 
learnt how to guide pioduction and to stimulate it along proper lines, that 
knowledge may prove to be no small gain. If by trying to control oon- 
sumption the State has learnt more of its nature and of its possibilities, 
that would bring in itself immense progress The State has, furthei, been 
taught the lesson of co-operation with the banks and with the financial leadeis. 
No longer can the banks act in that isolated wav and with that atomistic 
incoherence which has done so much harm in the past. The relations of the 
State to Trusts and to railways will be closer and better understood than 
before. Finally, the ioint financial action of groups of nations during the 
present war may lead to conscious economic and financial co-operation in the 
future, and this will open up an immense vista of world-wide advantages. 
But all these gains will be secured only if the States settle down to use these 
newly learned lessons in the paths of peace and not in the ways of wars whether 
commercial or other. If this course is adopted, the present war may be the 
loginning of an era of unparalleled economic progress and the extension of 
the RtateN economic functions will have lustified itself to a considerable 
extent 
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«a 0 ie$t part ol the task. State mtervexition in finance luis primd faeie greater 
ctmces of success since the subject matter of finance is amenable to generd 
rules, and the State always possesses an unrivalled volume of credit. It is 
otherwise when the State enters the field of production or of transportation, 
or when it tries to control prices. In taking over i^e English railways during 
the war, England has given them terms too liberal; they have managed 
things more economicwly in Prance. The experiment in insurance of 
shipping has succeeded in England and has been imitated with equal success 
by France; but that is because the German navy has been bottled up in the 
Kiel Canal. The task of a general control of shipping has indeed been pro¬ 
posed, and even ])repared for, hut the best judges are sceptical as to the 
success of the State in such a vast enterprise. 

The State’s intervention in the sphere of exchange—^meaning by this the 
control of prices—has always been a failure and could not, from Uie nature of 
the problem, prove anything else. Histo^ bears witness to the futility of the 
“ Maximum ” laws from the days of Philippe le Bel and of the Convention in 
France to our own days. The experiments in price control carried on in 
France during the present war are partial, since France is open to imports; 
in Germany tW experiments are carried on under ideal conditions. Hence in 
France we see more of the absurdity of the attempt, in Germany more of its 
impossibility. In both countries it is clear that the State cannot stop short 
at the stage of controlling prices, but must also requsition and appropriate the 
supply of the article in question; and this, in its turn, is but one step towards 
the undertaking of the task of production by the State. For the work of 
productions in its turn, the State possesses little enough capacity. The 
working of the Munitions of War Act has indeed vastly increased the 
nuantity of output, hut the price of munitions is said to he trebled. Nor has 
tne State shown any greater power of controlling its labour force than the 
private entrepreneurs. In Germany, too, such success as the State has 
achieVed in the work of production is due to the work being done not directly 
by the State but through the Cartels. In concluding it is worth noticing 
that the German State, even assisted by the most powerful beaureaucracy in 
^ the world, did not dare to tackle directly the task of requisitioning and 
distributing food supplied, but formed a limited liability company to carry 
^ut the ta«. 

' ^ From all these developments we see that the old economists were justified 
in their opposition to the extension of the functions of the State in the 
sphere. State agency is a wasteful agency, introduces friction, and 
might be us6<f in ihe selfish interests of a particular class like the German 
.Tuhkeis. Moreover.-one extension of the powers of the State only prepares 
thje ground for another extension. But, of course, when the national existence 
ii^ at stakeno/time to count the cost. Germany has set the example of a 
Asperate war ftijiance and the other States have only followed suit in self- 
defence. But it has to he recognised that the new system pf economic 
mohilisation for war is a very serious matter. In old days wars were not so 
deadly. After ^hey had lasted for a time, some economic wheel of the State 
would give way and the wars would end. But the^new system of economic 
mobilisation efiables such an exact use and distribution of all the resources 
Qtf the State that no part can give wajr till the whole cdD^mes bn irretrievahle 
ruin. Thus We can see that Genpany ia trying to spur a sinking horse towards 
the winning post. When defeat comes she will he a complete bankrupt. 
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AGRICULTURAL DISTRESS IN BRAHMANBARIA. 

A FAMINE in India now moans nothing more than a derangement of 
the ordinary agricultural rote caused by abnormal weatlier condi¬ 
tions. In most parts of India it is the compulsory interruption, 
through want of rain, of normal agricultural work, whereby the 
people dependent on agriciilture are thrown temporarily out of 
employment. Improved communications have rendered actual want 
of food impossible, and the problem with which Government is 
confronted is to find employment for the people who have lost their 
agricultural employment until weather conditions make agriculture 
again possible. Round this simple principle have grown up sy.ste- 
matic codes for the employment of siich of these people as can work 
on earth work and for the organization of gratuitous relief for those 
who cannot. India is pre-eminently agricultural and the above 
proposition is in itself a serious business. But when agriculture 
is starved, the allied arts and crafts which provide the simple wants 
of the agricultural population, / e , weaving, pottery, metal work 
lose their market Agricultural distress, therefore, affects not only 
the agricultural community, but practically every organ of the social 
system. 

• We have said that the kind of agricultural distress termed a 
famine is normally caused by the failure of rain. It may be caused, 
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however, by floods, and the latter kind of calamity is the only kind 
to which on a large scale Eastern Bengal is exposed. 

A calamity caused by a flood usually differs from agricultural 
distress caused by drought In the first place a flood comes unex¬ 
pectedly, a drought by its very nature requires time for its consumma- 
t ion Speaking generally a flood comes quickly, causes destruction 
of crops, cattle, luuises and sometimes loss of human life, but it goes 
(juickly also. Its results at first may seem terrifying, but on its 
subsidence a new crop will lx* laid down, houses rebuilt and normal 
conditions restored. In regard to this kind of calamity, the wise 
olIic('r will act at once and act <‘nergetically. His main object will 
be to allay the panic which always accompanies such visitations of 
nature, and by granting money freely for the rebuilding of huts, 
purchase of cattle and ot new seed grains or seedlings, will seek to 
rt'inforce and strengthen the return to normal conditions. 

Tin* Hoods in Hurdwan in 191fl were fl(X)ds of this nature. 

.lanuary is the only month in the year which, in Eastern Bengal, 
is certain to be rainless. I^astern Bengal is, therefore, naturally well 
protected against di.stress; since on the subsidence of a flood it is 
nearly always possible to grow something on the soil. Moreover the 
very nature of its crops confirms this immunity. I'he rivers over¬ 
flow and flush the country towards the end of July under ordinary 
circumstances. .\t that time, the aus crop of paddy is being 
harvested, and jute and broadcast long stalk paddy are in the field. 
Thus a high flood, if it comes at the usual time, does not cause much 
destruction. The aus may lx* partially lost, but the jute and amon 
paddy are by that time well grown. Jute will live at that stage 
jjiovided it is not completely submerged, and as it will be about 
7 feet liigh, only a very strong flood will submerge it. The .unon 
paddy at that stage will grow up with the water like a creeper, and 
may lx* said to lx* flcxxl-proof after it has been sown two months. As 
it is sown in A})ril the July flood, however strong, will not do it much 
harm. A high flotxl in Eastern Bengal, if it comes at the usual time, 
may destroy the aus crop pr some part of it, and if it remains high 
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for an unusual time will delay transplantation of Pous paddy. But 
the jute normally, and the abundant broadcast amon paddy crop 
almost certainly, will survive. 

Now Brahmanbaria sub-division, of whicli I am writing, has 
always been peculiarly exposed to fl(x)ds. The waters of ('bcrra- 
pungi and Silchar, places where the rainfall is the highest in India, 
are carried past and through the sub-division, both by the Megna on 
the west, and by a string of smaller rivers on the east. It is not 
unusual for the aus crop to l)e lost, and sometimes even the jute* 
suffers from a high flood in July. This is what haiipened in Bengali 
years 1313 and 1293 (English 1907 and 1KH7). But the broadcast 
amon had never been known to fail. 

In the year 1915, all three crops failed. 1'he floods coming at 
the beginning of June instead of at the end of July, swamped both 
the jute and the amon when they were young and tender, and large 
tracts of both were destroyed The aus was then not much alTected. 
The water ro.se again and to a still greater height in the beginning 
of July. This destroyed the aus, and also much of what jute and 
amon had clung to life through the first inundation of .Tune 

Thus these floods had combined two of the w( ‘st possible ele¬ 
ments—untimeliness and unusual height. But worse in its eflVct 
than these perhaps, was the unusual duration of the high flood^—the 
water with minor fluctuations remained at an abnormal hwel for 
four months, i.e, from the beginning of June until the beginning 
of September. Thus the rapid restoration of normal conditions 
which we noted above as generally characteristic of calamities 
caused by floods did not characterize the Brahmanbaria flixxls. .\ 
late transplanted crop favoured by rain in late October was 
obtained on some of the higher lands, but over large areas the soil 
had to remain fallow until the bursting of the north western 
showers in the following March, or else support a thin and scragg.v 
catch crop of mustard and pulses in the winter months. From 
October to the end of the following March no rain fell in the sub¬ 
division, and the rubi crops grown were poor in outtur i Quite 
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apart then from the temporary scarcity caused by loss of aus and 
jute, lasting until the ripening of the transplanted paddy in 
December (a scarcity which affected the whole 750 square miles of 
the sub-division, and in character approximated owing to its tem¬ 
porary nature to the ordinary scarcity produced by floods); there was 
in addition, over some 300 of these 750 square miles no transplanted 
rice obtained, no laying down of a new rice crop, and the distress thus 
caused in the length of its duration partook more of the nature of 
that kind of distress which in other parts of India is caused by the 
failure of the annual rains. It was in fact the failure beyond 
redemption of the year’s crops. 

Above, it has been pointed out that agriculture and other occu¬ 
pations are interdependent, and that a failure of harvest reacts 
upon the industrial li fe of the whole community. 

A few words on the economic structure of Eastern Bengal 
Society may not be out of place. About 60 per cent, of the popula¬ 
tion are cultivators working their own holdings. This raiyati or 
glroet class is the hinge upon which the whole society turns. 

Underneath the girost class are landless men who live by helping 
the cultivators to weed their crops and to harvest them, to prepare 
jute for the market, and to repair houses. This landless class is 
numerous in certain areas, and all told would form about 15 per cent, 
of the population. This class is obviously more dependent for its 
subsistence even than the cultivators, on the nature of the harvests. 
They have no means of obtaining funds, no land to mortgage, no 
cattle to sell. They live from hand to mouth. In times of agricul¬ 
tural activity from July to December they normally command a good 
price and multiply exceedingly. In the off season from December 
to ..Vpril they repair houses, go trading abroad in rice boats, carry 
wares to markets, and not infrequently thieve. 

Besides the class of landless labourers there are the potters, the 
weavers, the fishermen, the metal workers, many of whom hold land 
also. Those do not represent organized industries supplying distant 
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markets. Their only market is the agricultural population among 
whom they live. If the cultivators have no money, the potters, 
weavers, etc., lose their market 

Lowest in the social scale are a swarm of widows and orphans, 
sick landless men, and professional beggars The women normally 
eke out a livelihood by husking cultivator’s paddy, and doing odd 
menial jobs about their houses The beggars and physically unfit 
depend on what they can extract from the charity of their neighbours. 
It may be inferred how heavily agricultural distress presses on this 
indigent host. Charity dries up, the cultivators husk their own 
paddy, no alms and no work are to be bad. Of the.se two latter 
classes, the craftsmen will be about 12 per cent, and the indigent 
about 3 per cent, of the population 

The remaining 10 per cent of the population is the hhadroloh 
class. This class economically contributes little, if anything, to 
society. It maintains itself by rents received, eked out by the 
practice of the more or le.ss respectable, but not economically fruitful 
professions of muktear and pleaders, doctor, petition writer, etc. 
Agricultural distress besides suspending the income derived from 
rents, would naturally curtail to vanishing point the demand for 
such professional services as the b/iadrohics are accustomed to dis 
charge for their less literate and nimble witted neighbours. 

Now agriculture lives on facile credit The periods of harvest 
mark bursts of plenty from which the raii/at satisfies old obligations, 
replenishes capital stock, and stores what food grains he can save 
over and above for his maintenance. But along the line between 
such bursts, agriculture generally is not self-sufficient The culti¬ 
vator must borrow between each harvest what he hopes to repay from 
the fruits of the next harvest. And the necessity of borrowing is 
strongest, the further removed the cultivator is from the one 
harvest, and the nearer he gets to the other, ('redit at such a time 
is facile if the new crop is promising. June is thus a month in which 
the cultivator is borrowing on the strength of his aus rice crops and 
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jute crops, then nearing maturity ; in July and August he is gamer¬ 
ing these crops, and in September repaying old debts from the profits 
of these crops. 

During the months of June, July and August, 1915, that is 
throughout the duration of the high flood, conditions produced on a 
society constituted as described above, \vere something as follows. 

In the June of 1915, of which I am writing, credit was initially 
shy owing to the slump in jute of the year 1914-15, though that 
month is a borrowing month. In July and August the usual condi¬ 
tions had become completely inverted. Usually these are not bor¬ 
rowing, but harvesting months. But the floods had destroyed the 
crops, and in destroying those had destroyed not only the food of the 
people, but the security upon which loans could be raised. Culti¬ 
vators were requiring to borrow at a season when they should have 
been repaying, and the same necessity which had deprived them of 
expected profit deprived them of security for their untimely borrow¬ 
ings. The labourers were without employment, when they should 
have been most full of it, landlords could not collect anticipated rents, 
litigation died, the beggar’s bowl was empty. 

The situation was indeed somewhat absurd. The part of 
Bengal of which I am speaking is of exceedingly rich soil. The 
annual harvests are worth about 5.^ crores oi rupees, and the annual 
expenditure of the people on all reasonable necessities of life could 
not exceed 4i crores. That is, if put to the pinch, the population 
could repay debts incurred up to a limit of a crore of rupees a year. 

.Vll this time there was no lack of food in the sub-division. 
Private trade had imported and continued to import sufficient 
Burma!) rice from Chittagong. It was somewhat ridiculous that a 
population usually so prosperous, and with an income exceeding its 
wauts by one crore of rupees annually, should have been unable to 
raise sufficient money on credit to keep itself until the return of 
normal conditions. 

Yet this is what actually happened. There cannot, to one who 
witnessed ocnditions prevailing in the sub-division during those 
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months of June, July, August and September, be the slightest doubt 
that not only the labourers and creditless classes, but that, at any 
rate by the beginning of September, more than half of the cultivating 
class were actually in such urgent need of ready money, that they 
could not buy rice for their daily wants. 

During the months then of June, July, .Vugust and September, 
the eifect of agricultural distress caused by floods was to cause a 
money famine. The money famine was caused by a contraction of 
the credit of the cultivating classes, and the consequent dislocation 
of the rest of society. 

The contraction of credit was due firstlj, to panic among the 
money lenders who had not been repaid their advances of the 
previous year owing to the low price of jute and who saw no chance 
of recouping advances already made on the security of the crops 
destroyed and who were themselves in consequence somewhat short 
of money: and secondly, to the absence of any adequate machinery 
for the collecting and diverting of idle capital of other parts of the 
Presidency to its outlying rural areas The part which flovernment 
had to play during those four rather trying months was clearly to 
endeavour to restore fluidity of money This (ould v,nly b(' done by 
allaying and steadying public opinion ('letaily fGovernment could 
not restore to the people the crops they had lost nor the value of them, 
nor could Government seriously contemplate the po.ssibility of 
advancing maintenance money to the whole population as long as it 
might be required. 

During July and August Government gave money and rice to 
labourers and indigent persons but it was by its careful examination 
of existing conditions which was regarded by the people themselves 
as a prelude to action on a large scale, rather than the help actually 
given that Government gradually restored confidence among the 
cooler-headed section of the public. So that in September, when 
chances of a crop appeared, Government gave lavishly and this really 
ended the whole credit trouble. Mahajavs followed Governtnent’.s 
example; and without a doubt drew large sums of outside money 
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from business connexions into the sub-division by borrowing abroad 
in order to lend locally. For local capital was not enough by itself 
to satisfy local needs. 

The credit difficulty ended then in the middle of October and 
with it ends the first most extensive and most instructive phase of 
the distress By the 20th of October it became clear that the failure 
of a winter rice crop would be confined to not more than 300 square 
miles of the sub-division. 

I am not going to say much about the second phase of the distress 
which lasted from the opening of relief works in November until 
the ripening of the aus and jute of 1916, a cycle of one complete year 

The labourers and small cultivators dug earth, the indigent 
and helpless received doles of rice ('ultivators no longer found it 
impossible to raise money if they had reasonable security to offer 
It is, however, surprising how little besides his land, the cultivator 
in fact had to offer That great store of wealth, the ornaments of 
the women folk, was tapped but not drained, utensils were sold, 
cattle were sold But money could not be realized from the objects 
on which in former and more prosperous days, the largest sums were 
spent. There was no market for the tin of the corrugated tin houses, 
and Nikah marriages and journeys to Jeddah are not things which 
can be sold 

I would point out, further, that just as Government’s lead in 
lending money freely in September was finally followed by the local 
capitalists, so Government’s employment of distressed people on 
earth work was the signal for the lilieral use of local labour both by 
large companies like the railway and by far-sighted private indivi¬ 
duals who understood that labour so cheap might not again be avail¬ 
able. So that in the cold weather the sub-division buzzed with 
engineering activity. 

Lastly, it is worthy of note perhaps that the maintenance of 
earth works by Government whereby was provided a constant means 
of subsistence to as many p cared to use them, came to be regarded 



Agricultural Distress in Brahmanbaria 


147 


as security; that is, workers applied for and were supplied with 
foodstuffs on credit from local shopkeepers on the expectation of 
speedy repayment from the earnings on the works. 

What I have tried to emphasize in these notes is the relative want 
of oiganization and fluidity of the money of the Presidency. The 
surplus rice of Burmah flowed .steadily to Brahmanbaria, the big 
sweet-potato crops of Dacca and Mymensingh similarly found a way 
to every bazaar in Brahmanbaria sub-division But the difficulty 
lay in the last link of the chain, to put money into the hands of the 
people so that the rice and the potatoes could become theirs 

I have said above that Brahmanbaria sub-division could provide 
ample security. The real ditticulty lay in this—through what 
channels could an outside investor with money to put to use (and 
there are many such people in Bengal) reach the people of 
Brahmanbaria sub-division { 

There are only two agencies:—The local mahajans md the 
Central Co-operative Bank. Several factors combine to render the 
former of these an unsuitable channel for the filtration of capital 
In the first place, generally the financial connexions of mahajans are 
not widespread. They lend to people within a small radius, and 
they are accustomed to operate with local money only. They usually 
lend out for a new season what they have received at the last harvest 
time only by way of repayment either of principal or interest The 
bigger mahajans indeed did borrow abroad for local lendings, but 
they did not and coidd not raise money in the open market, they 
borrowed what they could from business connexions or relations, 
and they were at first unused to and nervous about that kind of 
business. .Another great objection to mahajans as distributors of 
the Province’s Capital is that these do not really undertake legiti 
mate banking business The essence of banking surely lies in 
equitable contract. But the mahajans prefer to be in the position 
of the compelling party to a contract. Conversely the raiyat or loan¬ 
taking party enters into the contract knowing himself to be the 
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weaker party aod ready to extricate hiiqself from the bonds; of the 
contract if he can. The moral attril^nte of both parties is wpong, 
and the result is frequent recourse to the machinery of the law for 
recovery of debts, and the legal mabhinery itself is based on the 
assumption that both parties are dishonest. The result is that the 
raiyat’s credit is very much lower than if such money transactions 
had a healthy tradition. 

Much more hope lies in the use of Central Co-operative Banks 
as channels for the distribiition of the Presidency’s wealth. In 
the times of distress, of which I have written, the Registrar of 
Co-operative Societies, Mr. J. M. Mitra, raised nearly a lakh of rupees 
from willing depositors for Brahmanbaria sub-division. The two 
shortcomings at present are firstly that the Central Banks are only 
in touch with the money of other places through the person of the 
Registrar, j.e., the money which is raised is raised by the individual 
efforts of the Registrar. The Central Banks really await the 
institution of the Provincial Bank before their relation to the money 
markets can be said to be on a proper basis. And secondly the 
movement even now is, of course, far too small to influence an agricul¬ 
tural population as a whole. In Brahmanbaria sub-division, at the 
time of which I am writing, the members of rural banks would not 
exceed 2,000 all told. 

Another difficulty in regard to the functioning of Central 
Banks as free distributors of outside money is one which influenced 
and was bound to influence the directors of the Brahmanbaria 
Central Bank at the time of which I am writing. The Central Bank 
was naturally nervous about inflating its liabilities in the shape of 
deposits especially at a time when repayments to itself then falling 
due had almost entirely failed. It was reluctant to give credit to 
the rural banks to the full extent of their security, simply on account 
of the cumbrous legal procedure in which lay their final remedy. 
Owing to the bad tradition of money-lending business in this country 
a resort to the law courts by a lending agent becomes almost a matter 
of course, and in my opinion it would be a step in the right direction 
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boldly and unequivocably to give to Central Banks the power of 
recovering debts by certificate procedure. Moreover a cheaper, 
quicker and more discretionary method of recovery of all money 
debts than that provided by the Civil Courts would certainly seem 
to be desirable, for through that the raiyafs credit or borrowing 
power would be strengthened and the fluidity of money be increased. 

J. M. PRINGLE. 



tHE INDIAN CO-OPERATIVE SYSTEM 
AND ITS CRITICS. 


The great development of the co-operative system of India within 
about a decade is a striking proof of its vitality. Our country has 
shown great powers not merely of copying foreign models of 
co-operation but of adapting and assimilating them to its own 
genius and to its peculiar needs. Those of us who remember the 
doubts and misgivings which were expressed on the introduction of 
co-operation into India are surprised at the solid and speedy success 
of the measure. Nevertheless criticism has been directed against 
the present state of co-operation in India from two opposite and 
antagonistic points of view There are some who are impatient of 
the progress thus far achieved and they propose to take a short cut 
by which the incubus of agricultural indebtedness may be sum¬ 
marily removed. Their hope lies in the establishment of non¬ 
co-operative agricultural banks The opposite school of critics 
l»elieve that our progress has been too rapid and precipitate; and 
they doubt whether, in general, India has learnt the lesson of 
co-operation The former set of critics have completely misunder¬ 
stood the nature and merits of co-operation; the latter set are in 
danger of being too eager “ noticing weak points of detail to overlook 
the main achievement.” It is here proposed to consider some of these 
criticisms and to institute on certain points international com¬ 
parisons to test the soundness of the Indian co-operative system. 
The critics can indeed show that Indian co-operation is not free 
from the minor ailments of infancy but we on our side can demon¬ 
strate that India is free from the more serious diseases from which 
co-operation in some very advanc*ed countries is suffering. 
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In an able article in the first number of i\\& Indian Economic 
Journal, the Hon’ble Mr. Wacha sets forth his view that “ neither 
any number of credit societies of the character now instituted nor 
any legion of Government Resolutions for control, audit and so forth 
would be of any avail if it really be our aim and object, once for all, 
to relieve agricultural indebtedness.” Mon-co-operative agricul¬ 
tural banks alone can bring about an amelioration of the ryots’ con¬ 
dition. “ Agricultural banks are their only salvation, and here we 
shall point out how a single agricultural bank established in Egypt 
has achieved the most satisfactory results.” Mr. Wacha’s argument 
is one from analogy; since the Agricultural Bank ot Egypt has 
worked a beneficent change over the Fellaheen, India should start a 
number of such banks. 

I have considered at greater length Mr.Wacha’s views elsewhere 
and here I shall deal with them more briefly. In the first place it 
can be answered that the Agricultural Rank of Egypt has not shown 
any such great results as Mr. Wacha alleges, and that far the greater 
number of the Fellaheen are still lying under an enormous incubus 
of debt. In 1912, Lord Kitchener appointed a commission to 
compile an accurate return of the debts of the Fellaheen owing five 
Feddams or less. 

The commission came to the conclusion that the Fellaheen w(>re 
living under an “ appalling weight of debt.” 

Indeed, about the same time a bill had to be passed for the pro 
tection of the Fellaheen granting an immunity from distraint to 
holdings of farmers who possess five Feddams or less, against 
holders of mortgage, bonds and pledges. It is further to be noted 
that proprietors of areas of less than five Feddams represent 90 f»er 
cent, of the total landholders in Egypt. This heavy indebtedness 
of 90 per cent, of the Fellaheen disproves the allegation that the 
Agricultural Bank of Egypt has, after a decade of work, materially 
improved the condition of the agriculturist class of Egypt. 

But, further, in the absence of that control of the loans and their 
expenditure which only a co-operative system (tan ensure, the loans 
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were, to a great extent, wasted or spent on purposes for which they 
were never meant. Professor Arminion of the Khedivial Law 
College dbserves: “ For what then does all this enormous capital 
distributed by the Agricultural Bank of Egypt serve? Too often 
it is used for purposes of no advantage to agriculture, for example, 
for some festival, or to relieve a young man from doing military 
service * * * The practical conclusion from this observation 
would be only to grant loans on condition of their being invested in 
a remunerative manner. But it is evident that a bank cannot 
proceed to verify the use that 250,000 customers make of the capital 
they borrow.” Thus the Agricultural Bank of Egypt can only 
provide for the needs of a small portion of the peasant farmers and 
it cannot control the expenditure of capital lent to such as are its 
clients. 

We have also to note that so far from considering the problem 
of agricultural indebtedness as having been solved by the work of 
the Agricultural Bank, Egypt is itself now placing its hopes in a 
system of co-operative banks. In his note on the Budget of 1914, 
the Financial Adviser of Egypt made the following observations 
and Lord Kitchener expressed his entire agreement with them: 

As a matter of fact the real needs for credit on the part of the 
small proprietor who cultivates his own land without outside labour 
are far less than has been supposed, and such funds, as he has been 
in the habit of borrowing on the security of his land have been too 
often devoted to unproductive purposes and to maintaining an 
extravagant standard of living * * * The best guarantees for 
the proper limitation and employment of agricultural credit are 
those provided by the co-operative system.” Egypt is now working 
out the problem of developing such a system; and in the Report on 
the Finarccs and Administration of Egypt and the Sudan for 1913, 
Lord Kitchener observes : “ The introduction of a system of agri¬ 
cultural co-operation in the village life of the community has been 
for some time the subject of general discussion. The possibility of 
successfully working such a system in Egypt and the advantages to 
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be obtained from it have been demonstrated by experiments in several 
villages throughout the country * * * As soon as legislation on 
these lines has been enacted we may hope to see a considerable deve¬ 
lopment of the application of the co-operative principle to the 
agricultural life in the villages The help thus afforded to the 
smaller cultivator will b^of great value ” It is a convincing proof 
of the merits of co-operation that Egypt should have ultimately to 
turn to it, after twenty years of experiments in other directions 
The truth is that such agricultural banks can supplement but 
cannot supplant co-operative banks Almost all European countries 
have agricultural banks, but they cannot do without co-operative 
banking systems. As Morman says “ No country in Europe sur¬ 
passes Germany in the number and importance of non-co-operative 
commercial institutions which have come to the aid of farmers,”’*' 
and yet co operative banking has been carried to the highest pitch 
of excellence in that country Moreover such success as th(*se 
‘ agricultural banks have obtained can lend no support to Mr 
Wacha’s argument They are either banks owned by states, pro 
vinces and districts and do not aim at profits; or they furnish only 
long-period and mortgage credit. There is an essential difference 
in principle between such agricultural banks and co-operative banks 
The former supply fixed capital to be sunk permanently or for a 
long period in the acquisition and improvement of the land and in 
the purchase of equipment; the latter supply circulating capital to 
be used for short periods in growing, harvesting and marketing the 
crops.” The success achieved by agricultural banks of such a nature 
can yield no support to Mr Wacha’s scheme under which agricultural 
banks would be expected to supply circulating capital 

We may now deal with some other criticism. It has been often 
alleged, and with justice, that Indian Co-operative Societies can 
show a much smaller volume of deposits than such societies in other 
CQimtries. Mr. Ewbank, in an authoritative article in the Quarterly 
S-Sview, institutes a comparison between the local deposits of Indian 

• Mormon : Pnnoiples of Rural CroditH, p. 97 
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co-operative banks which amount to 31 per cent, (on the Bombay 
side) and those oi)tained by German Raiffeisen societies which 
amount to 81 per cent, of their working capital. The Maclagan 
Committee also observes that at present, agricultural societies, 
except in the Punjab, have succeeded to a very small degree in 
obtaining such deposits, and in few things^s the finance of co-opera¬ 
tion in India so markedly distinguished from that of Western 
Europe as in the small proportion of deposits held by primary 
societies.” 

It would be useless to deny the magnitude of such deposits in 
the countries of Western Europe. But there is another side to this 
vast accumulation of dejiosits which is less satisfactory. I am not 
speaking at present only of the Raiffeisen societies in Western 
Europe, but of the whole co-operative fabric of those countries. The 
Raiffeisen societies form only 25 per cent, of the co-operative 
system of Germany and a much smaller percentage of the rural credit 
s(K‘ieties of the Eurojiean countries; it is more satisfactory to institute 
national comparisons. It can be shown that in Germany and else¬ 
where in many cases deposits have been swoll^ far beyond the local 
requirements of borrowers; that often they are not local deposits 
but are attracted from afar by the offer of high rates of interest; 
that shares and reserve funds are very meagre; and that the large 
deposits accumulated under such conditions were one of the main 
causes of the co-operative disasters which Germany witnessed in the 
period 1911-13 

Dr. Gral)ein. the Secretary of the Imperial Co-operative Federa¬ 
tion. has show.n that in Germany, while outside deposits have grown 
enormously, the societies do not possess enough capital of their own 
in shares and reserve funds While deposits have grown by leaps 
and bounds, the aggregate of share and reserve fund has been 
falling. He observes : “ Stfitistics of the National Federation show, 
on the contrary, a comparative decrease in the amount of capital 
belonging to the societies themselves. This, which includes the 
share capital, the reserve funds, the amounts brought forward front 
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previous working years, the property of the society, etc., amounted 
at the end of 1896 to 6-2 per cent, of the working capital. 
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He further points out that “ the average amount of the shares given 
as only 20 marks, also shgws how small they are and how small the 
amounts paid up in most cases.” It may be mentioned that the 
reserve fund of Indian co-operative societies is much larger, viz., 
7 per cent.; and what is still more worth noting is the rapidity with 
which it is growing since 1910. The Indian reserve funds are larger 
than those of some other countries including that of Japan where 
the figure is 3 per cent. It is also gratifying to note that the pro¬ 
portion of capita] owned by co-operative societies in India to the 
total working capital is 22-3 per cent, as against 3-8 per cent, in 
Germany. 

Austria, as we well know, imitates Germany in most things, good 
and evil. In Austria, too, the extraordinary growth of outside 
deposits and the growing weakness in inside capital and liquid 
resources has given rise to a demand for legislative restrictions. The 
bill of 1911 tried to fix a limit to the amount of deposits in co-opera¬ 
tive societies. “ For limited liability co-operative credit societies 
the limit is fixed at five times the amount of their capital, and for 
those of unlimited liability at fifteen times.” Dr. Otto Neudorfer, 
Secretary of the General Federation of Agricultural Go-operative 
Societies, approves of these restrictions and, indeed, does not think 
them stringent enough. He adds his testimony to the view that, in 
Austria, also, the federations have not known how to keep a just 
proportion between their own funds which are too small, and their 
borrowed capital. He believes that even in the case of Raiffeisen 
societies, the limit fixed by the bill to the amount of deposits is, 
if anything, “ too low, and it ought to be raiked, lest its enforcement 
should endanger a large number of co-operative societies.” 

. The Raiffeisen societies of Germany have been undoubtedly 
very successful, but in the matter of inside resources, they have not 
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been better off than the rest of the German Co-operative Societies. 
When the American Commission on co-operation visited Germany 
certain comparative statistics of co-operation in Baden were laid 
before them, which showed that the Raiffeisen societies of Baden 
were even weaker than the Schulze societies and kept only 9 per 
cent, of liquid inside resources available. 

It is instructive „o know how, in Gennany and elsewhere, the 
vast edifice of deposits has been built up. Mr. Herrick, the 
American Ambassador to France, writes : “ The deposits comprise 
the greatest portion of the working funds, and the societies pay as 
high interest on <leposits as possible in order to attract them from 
the savings banks and other moneyed institutions in the neighbour¬ 
hood.”* Not onlv are these outside deposits too large, but the 
principle that local money only should be taken by societies and that 
deposits should not be drawn from outside clientele has been 
flagrantly ignored. Dr Grabein repeatedly says that “ deposits 
were attracted from too remote regions;” German societies and 
banks, according to him, did not see that “ it was a mistake to attract 
deposits from every quarter by means of high interest and active 
advertisement and so to accumulate a working capital far in excess 
of the ordinary credit requirements of the district ” So also Dr. 
Cennes, of Darmstadt, drew attention at the Annual Congress of 
Co-operative Societies (1913) to the prevalent practice of “going 
outside the small co-operative area prescribed in the rules and 
inflating the little rural village bank into a big, modern banking 
institute.”! Dr. Grabein adds: “ Megalomania incites boards of 
management, composed of vain or avaricious members to convert 
co-operative ba’nks into banks on a large scale.” He goes on to give 
some examples: “We learn from the statistical year book of the 
National Federation that a bank with onlv 32 members has 3,190,886 
marks working capital, 2,988,122 marks of which are derived from 
deposits. J have no intention of minimising the great things which 

• Herrick Rural Credit**, p .IIS. 

t Report on Agricultural Cretlit in Ireland, p, 
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Germany has achieved in the sphere of co-operation, but to praise 
these swollen deposits without adequate banking basis or liquid 
resources is to mistake a pathological symptom for a healthy growth. 

We must look not only to the volume of deposits but to the 
harmonious growth of outside deposits and inside resources. Jn 
this matter Indian co-operation compares favourably with the 
development in several European countries. Take the case of 
co-operative societies in Italy. Mr. Herrick (ells us that “ in 1913 
their capital and resources totalled .$600,000. The deposits 
amounted to $20,000,000, most of which came from outsiders.”* We 
learn from the same writer that; in Russia, when in 1895 a law 
forliade societies without share capital to receive dejiosits from out 
side sources, “ practically all the Raiffeisen banks disapjieared.” 
Our Indian co-operative movement is on a humble .scale, but it has 
been saved from such one sided development by the wisdom of our 
Registrars, and our outside and inside resources and deposits are 
about equal in amount. We have no deposit hunting and no mega¬ 
lomania. Mr. Ewbank notes, indeed, in one of his reports, that 
“ some of the largest and best managed swicties, which could easil}" 
obtain further capital if they wanted it, seem to 1. .ve reached the 
saturation point and have not increa.sed their means during the 
year” I may also add, what I have heard from authoritative 
sources, that, in some jirovinces, lakhs of rupees are being pressed 
as loans on certain able Registrars on no other guarantee but thiur 
word. But these officials are Umi wise* and conscientious to encour¬ 
age an undue accumulation of outside resources which might upset 
the equilibrium of our co-operative system. 

Such a state of things shows that co-o])eration has at last 
secured public confidence in India and growth of deposits is only a 
matter of time. Even as things are, though our present deposits 
are on a sufficiently modest scale, one can see«many hopeful (dements 
in the situation. In the Punjab the position as to deposits is very 
strong indeed. ” The societies’ own money forms nearly 42 per cent. 

• Herrick : Hural CreditH, pp 358 and 397. 
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of the whole working capital and, if to this is added the member’s 
deposits, then the member’s money forms more than a half of the 
whole.”* “ The marked and increasing extent to which working 
capital consists of the members’ own money ” was of great value 
in dealing with the depression due to the banking crisis in the 
Punjab. 

Co-operative deposits in the Bombay Presidency showed 
unique strength in 1914 when the financial crisis and sudden 
contraction of credit drove many joint stock banks' into bank¬ 
ruptcy. The effect of even such a crisis on the co-operative 
movement was said to be almost nil. “ Indeed it may be 
said that rural societies and all other with limited liability 
escaped without anv damage or inconvenience at all 
* * * The majority of limited societies reported larger defosits 
than withdrawals, during the last three months of 1913, and cases 
have come to notice where considerable sums withdrawn from the 
banks have been transferred to societies.” The same financially 
disastrous year shewed ” a satisfactory increase from 27 per cent, 
to 31 per cent, of the total deposits.”! This means that in such a 
year the very point which was believed to be most vulnerable was 
strengthened. This is a very strong proof of the growth of public 
confidence in co-operative societies in India. It is the more so as 
in some other countries financial trouble leads to the withdrawal of 
deposits. In Germany, for example, there was a withdrawal of 
deposits during the crisis of 1911-13. 

Here, we may consider how provision has been made in India 
against the danger from indiscriminate deposit-hunting which has 
done so much-harm in Germany. The Maclagan Committee has 
recommended that in the case of the District banks half, and in the 
case of the Apex banks one-third of the deposits repayable in the 
ensuing twelve-months are to be kept as fluid resources. Objections 
have been raised on all sides against this ¥eiy high standard. 


• Report un Co.upt'mtive Sooietien in the Punjab p. r> 

f Report on Co*openitivc Socictiofi in Bombay (1914)i p 4 
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Perhaps the practical maximum of fluid resources will be found to 
be lower than that recommended and the peculiar character of local 
and agricultural deposits justifies the lower limit. At the same time 
the Committee is perfectly justified in asking for a fairly high pro¬ 
portion of fluid resources. In the future, there can be no question 
but that the deposits with co-operative banks will grow and it is well 
that a good proportion of liquid resources be maintained. However 
the same confidence cannot be felt in the Committee’s recommenda¬ 
tion No. 130 which would allow Central banks to draw deposits 
“ from any area.” In view of German experience it can be con¬ 
tended that local money alone should be used. Any other course 
would lead to a competition for outside deposits, and the scramble 
among central banks for such outside deposits would lead to a rise 
in the rate of interest. It may be urged, besides, that outside 
deposits so drawn are less to be relied on in times of financial 
depression. 

Another infirmity of Indian co-operation which has drawn wide 
attention and provoked much criticism is the amount of uncollected 
balances of loans. It must be admitted that this is perhaps the 
weakest aspect of Indian co-operation. Thus th»- percentage of 
repayments of loans in India is annually about 31 per cent. In 
Germany the figures for such repayments were 69 per cent, for 1908 
and 67 per cent, for 1909.* Of course, the figures are not in pari- 
materia and are not even approximately accurate for comparative 
purposes; and yet they may show that we have a lot of ground to 
make up. One explanation of the great disparity is that as 
co-operation is still in its infancy in India a considerable portion of 
the loans advanced are the payment of old debts. This is, of course, 
what may be called a very long-period investment and returns from 
it are bound to be slow. 1 have heard an expert observe that about 
half of the loans in new societies or to new members might not improb¬ 
ably be spent on the payment of old debts to importunate mahajans 

* Bulletin of Eoununiio and hocml Inteliigeitee) l^ebruary 1012, p. 14. Cubiirn Report on 
AgrletiHunil Credit in Germany, pp. 7fi and 102. 
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111 the case of Japan, too, it has been observed that as new societies 
are opened in recent years and lower strata of agriculturists are 
tapped the deposits per depositor have been reduced and the propor¬ 
tion of amounts repaid has also fallen. 

Secondly, some of the tardiness of repayments might be due to 
the very long periods for which loans are dispensed in provinces 
like Madras where the period of loans is anything between five and 
ten years. The main work of Co-operative Credit Societies is to 
siipply short period credit. It is true that in France, Germany and 
Italy the societies have begun to supply long time credit. But in 
Germany it is believed that this contributed to the co-operative 
troubles of which we have spoken. In France, it is only with the 
support of extraordinary state help that the co-operative societies 
have been able to undertake such work. At any rate if long-period 
loans are given a slower rate of repayment is only to be expected. 

Thirdly, a great deal depends on the wisdom with which the 
kists are fixed As Rai J. M. Mitra, Bahadur, says : “ If unusually 
Lard kists are fixed, extension of time becomes necessary. On th-- 
other hand if the C'ommittee give unusually long kis^tx there will he 
no inducement to thrift ” This statement lays down broadly the 
principle by which repayments must be regulated; but the difticultv 
lies in its wise application. 

Indeed, circumstances may lie such that loans may have to be 
made even when it is anticipated that repayment will be slow and 
delayed. “ Where small loans are given out for ordinary purposes 
the ratio of repayments to the amount out on loan should, in an 
ordinary year, be high But where a large part of the loans are of 
comparatively large amount and have been made to pay off old debt, 
the ratio will for some years be comparatively low and each harvest 
below the average will reduce the ratio. The question then arises, 
is it better to have less looney out on loan and a higher ratio of 
repayment or more money out and a lower ratio of repayment i The 
former is undoubtedly the simpler method and had we been able 
to foresee the banking crisis and the war, it would certainly have 
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been adopted in the Province. But if the worst is always to be 
apprehended no enterprise at all would be started, and I think that 
considering the benefits which have resulted, we were right to adopt 
the course we did, for it aroused the enthusiasm for the co-operative 
movement which would not otherwise have come into existence.”* 
Such is the reasoned judgment of the stout hearted Registrar of the 
Punjab which corroborates the view expressed before that the 
repayment of older debts is one of the main causes of the overdue 
loans. It implies further that after these older debts have been 
disposed of the rate of repayments will receive a satisfactory increase 
in our co-operative societies. 

But though there are reasons which can explain the overdue 
loans, and although in many parts of our country the proportion of 
loans overdue is small, yet those are perfectly right who are Insisting 
on more punctualit)'^ in the future. The habit of drifting along in 
these matters is one easily acquired and leads to very serious evils. 
Thus in Ireland the Departmental Committee on Agricultural Credit 
found that loans were overdue to a most serious extent and that the 
amounts so overdue were concealed by an obvious device. The 
money w^as paid in, and a loan for the sanie or almost Uie same amount 
was granted to the same borrower The Raiffeisen banks in 
Germany insist rigorously on punctual repayment unless there are 
special circumstances; but some of the land-credit banks are far more 
lenient. As Herrick says, in such institutions, “ a sympathetic 
attitude is assumed towards delinquents. Renewals and extensions 
are readily granted upon good cause shown.” In India it is pro¬ 
posed, with justice, to apply amputation as the remedy and members 
or societies who are habitually irregular in repayment deserve to be 
separated from the co-operative system, in the last resort. 

Another infirmity of our co-operative system which has justly 
provoked criticism is the tendency manifested*in some of the societies 
towards the appropriation of large loans by members of managing 
committees. Of course, this tendency is by no means peculiar to 

* Report on ('o-operative SooietieB in the Pim)ab (IHlo), p. 7 
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India. In Germany, Dr. Grabein has shown that “ too large credits 
were granted to private individuals, and above all, to members of 
the board of management.” The fact, however, that the evil exists 
in other countries is no reason why we should not make proper efforts 
to gauge the extent of the evil and to remedy it. Fortunately, it would 
appear, that in India at least it is not a wide-spread trouble. The 
Hon’ble Mr. Kerr and Rai J M Mitra, Bahadur, have asserted 
before the Seventh Provincial Conference of Bengal that the abuse 
does not exist on such a scale as to affect the solvency of the societies 
concerned. Their view is corroborated by Mr. Collins who states, that 
‘‘ none of these defects have yet endangered our financial stability.” 
The evil is yet in its infancy and amenable to treatment by stricter 
and more drastic inspection and audit which are now being provided 
It is also to be remarked that the tendency existed “ to a large 
extent in the case of the early societies which were organized at the 
beginning of the movement The majority of the new societies 
which were organized after we had a few years’ experience of the 
working of co-operative societies are sound ”* We may therefore 
conclude that this tendency is essentially an infirmity of the child¬ 
hood of co-operation, and mu.st disappear with the spread of true 
co-operative ideals and with- the recognition by inspectors of the 
true range of their duties. 

The question has often been asked whether the resources of our 
co-operative banks can be considered adequate to the needs of the 
members Mr Ewbank, in his paper in the Quarterly Review, 
answers that the resoiirces would be adequate but for the 
ryot’s expenditure on weddings and similar non-productive 
purposes This dictum, if properly interpreted is of a 
very -hopeful nature In the first place, co-operative socie¬ 
ties are not supposed to furnish the entire or even the major 
part of the member’s working capital, but only to supple¬ 
ment it If, therefore, the resources of such societies constitute 
a fair portion of the amounts required by the agriculturists, they 

* prooeedin^ of the Seventh Provincial Conference (Bengal), p 21, 
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may claim to have fulfilled their purpose. Indeed, German societies, 
in spite of their bloated deposits do not find that they can meet all 
the demands of their members and have to ask for large credit from 
institutions like the Prussian Central Co-operative Bank. When, 
therefore, it.is asserted that but for the expenditure on occasions, 
like weddings, the capital obtained by the Indian Co-operative 
Societies is adequate for the needs of their members, we do not find 
any matter for disappointment. 

But, further, as the objects of co-operation are beginning to be 
better understood the percentage of loans spent on marriage and 
other ceremonies is declining rapidly. If we go five year’s back we 
find that about 1909-10 and 1910-11 in Bengal, about 20 per cent, of 
loans were spent in these directions. On the other hand if we come 
to the most recent statistics, we see the percentage spent on such 
expenditure becoming very much smaller indeed. It is true that 
even now the repayment of old debts take up 50 per cent, of the new 
loans. But this is money well used, since by strengthening the credit 
of individual members, it strengthens the financial powers of the 
societies which is based on the unlimited liability of their members. 
In the Punjab, for instance, last year the societies paid off about a 
crore of rupees of debt; and this direct payment of debt by societies 
has to be supplemented by the burden of debt paid off by the members 
from their own pockets, after they had joined the societies and by the 
large deposits of about half a crore placed at the disposal of the 
various Punjab societies by the members. It is worth noting that 
while the growth of agricultural indebtedness is a cumulative 
process, the relief from such debts is also a cumulative process. 
Large amounts were also spent in every province on the purchase of 
cattle, purchasing or obtaining possession of lands and improvement 
or building of houses—all showing that the resources of societies 
sufficed not only to keep up the circulating capital of members but 
also to increase the fixed capital. One may also remark that “ over¬ 
due loans ” are in no way equivalent to irrecoverable debts; and that 
as the al-rears are generally concentrated in a few districts a 
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“ weighted ” average, if it could be taken, would show a much more 
favourable state of things as regards repayment of loans in India. 

In India co-operation has been rendered independent of finan¬ 
cial help from the Government. This is one of the brightest features 
of our co-operative history. The incubus of state help has been 
increasing on the continent and in France, Germany, Austria and 
other countries it has deadened the spirit of self-help. It is a sort 
of fashion which every continental nation must adopt. Wolff 
observes about the state-help to Dutch Co-operation: “Why on 
earth, in view of the plethora of money, the Government should 
have judged it necessary to come to the pecuniary aid of these 
societies one is at a loss to conjecture, except that it is now the almost 
universal fashion on the Continent.” Of such “ assisted ” or 
“ managed ” co-operation there is very little in India. Even a 
quinquennium ago it was noted that loans from Government consti¬ 
tuted only 5 per cent, of the working capital of the societies, and 
from the start the tendency has been to decrease even this small 
element of State help. Even in the case of new societies the greater 
proportion prefer to pay a larger rate of interest rather than seek 
financial assistance from the State. From the qualitative point of 
view such an achievement alone would suffice to rank the Indian 
system very high in the annals of co-operation. The greater part 
of the credit for this must go to the Registrars who have ever insisted 
on self-reliance as of the very essence of co-operation. Indeed, the 
psychology of India is such that had our co-operative system once 
accepted the support of the State on a large scale, no subsequent 
efforts would have enabled them to get rid of these crutches. 

It is during the present war, however, that the Indian co-opera¬ 
tive movement has shown its full strength. While Indian institu¬ 
tions in general may be said to have gone creditably through the test 
of war, it is remarkable that the largest measure of success has been 
achieved by the two youngest of the lot—^the Gold Exchange Standard 
and the Co-operative System. Relying as it does on the confidence 
and coolness of depositors, co-operation is peculiarly susceptible to the 
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rough touch of wars or even rumours of them. A German expert, 
like Grabein can say in 1913 : “ It is enough to remember the large 

amounts withdrawn one after another last winter, as a result of the 
rumours of war, fortunately unfounded.” Far different has been 
the state of affairs in India. In Bengal, last year, the Kegistrar was 
so convinced of the strength of his situation that he even lowered 
the rate of interest on deposits, and the flow of deposits was not for 
a moment interrupted. Depositors feel safer when their money is 
invested within the district in the co-operative banks than when it 
assumes the mysterious forms of Hoondees and bills. In the 
Punjab, there was, indeed, a withdrawal of deposits but, on the 
balance, the year saw an increase of working capital. The United 
Provinces were hit hard, for there the war supervened on the famine 
of 1913-14 and on a still later failure of crops. Jiut the atmosphere 
was cleared on the mere declaration of the readiness of the Govern¬ 
ment to intervene. This happy effect of the mere readiness of 
Government to step in, may be compared to the results following the 
suspension of the Bank Act in England. As Sir James Meston 
observed, “ all that was necessary was that we should come before 
the public and show that we have confidence in the .'-ocieties and that 
we were willing to step in and help them, if they really need help. 
As I say, the actual call upon that help was restricted to a very 
few banks. At the end of the year the total of new deposits actually 
exceeded the total withdrawals by a substantial amount, and the 
small sum which Government had advanced was repaid within a few 
months of its being paid. The societies were fully financed, and no 
investor was kept waiting for a single day after his deposit had 
matured.”* We may say that co-operation in India has run the 
gauntlet of a great banking crisis, of scarcity and of a mighty war, 
and has demonstrated its vitality in a convincing manner. 

In conclusion, it might be said that, while the Indian Co-opera¬ 
tive system is yet immature and suffers from some of the minor ail- 
pients of infancy, it is yet in an essentially healthy condition. 


* Frooeedingi of the Eighth Co-operative Conference (United Provinces), p. 9, 
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It does not suffer from any of the serious diseases by which 
co-operation has been assailed in some more advanced coun¬ 
tries. We do not suffer from the Teutonic} passion for forming 
federations, which are very useful institutions in themselves, but 
which have proved the source of much evil when their construction 
has been hasty through competitive considerations. We have no 
megalomania, nor do our societies make haste to grow rich by gather¬ 
ing deposits indiscriminately. There is no trace in our system of 
speculative activities or of the inveterate and general tendency to 
lean on the support of the State. Nor have our societies and banks 
been ever accused of forgetting the interests of the very poor, as has 
happened in countries like Italy. If there is much room for 
improvement, there is also great reason for high hope in the Indian 
Co-operative system. 

J. C. COYAJEE. 



FLUCTUATIONS IN THE PRICES OF 
SECURITIES. 

I. 

From the point of view of an ec<inomist, stocku and shares may 
be considered as “ rights " to the possession of a certain income. 
A railway is a form of wealth or capital, and the shares or bonds 
are certificates, deeds, or the documentary evidences, of the rights 
of individuals to enjoy a part or share of the income earned by the 
railway. Essentially, they are rights to an income. A share may 
imply more. The shareholder may or may not have a vote in the 
management of the business; he may or may not have certain 
privileges in the use of the capital or the products of the business. 
A railway shareholder is not usually allowed to travel without a 
ticket, nor does he get his goods carried at excep^^ional rates. He 
is not the owner or part owner, in the sense that he is the owner 
of his household furniture. His claim is essentially a claim to a 
certain income. A four per cent, ('alcutta Municipal Debenture 
gives the holder a right to an income from the Municipality of 
Rs. 4 per annum for each Rs. 100 face-value of the debentures which 
he holds. In June, 1016, he would be able to buy this security for 
Rs. 95. This means that he would be able to buy an income from 
the Municipality of Rs. 4 per annum in perpetuity for Rs 95. The 
income from Rs. 100 invested in any stock or share at any particular 
time is called the “ yield ” of that stock or share. The income which 
may be obtained by the possessor of any security is its most important 
element, and if the prices of stocks and shares were expressed in 
a more scientific manner than that usually adopted, the yield, or 
rather, the price of an income of Re. 1 or £1 per annum would be 
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given. If the yields were given we should have prices of securities 
expressed according to the conunon Indian method of speaking of the 
price of rice as so many seers per rupee. I give below a set of quota¬ 
tions taken from Capital and I add to them the prices of the 
corresponding incomes of Be. 1 or £1 per annum. 

G<.vernment PaperQ^ot^iL. 

per cent, repayable in 1948. £80 
„ 1920. Rs.80 

3 „ „ „ „ 1916. „ 73 

Bombay Municipal Loans :— 

5 per cent, repayable in 1919. Rs. 100 

5 „ „ „ „ 1931. 114 

4 „ „ „ „ 1949. „ 95 

(Calcutta Port Trust:— 

4^ per cent, repayable in 1929. Rs. 103 

4 „ .. „ „ 1943. „ 195 


Yield. 

Price of unit 


income. 

437 

£231 

437 

Rs. 22-9 

411 

„ 24 4 

500 

Rs. 20 0 

439 

„ 22-8 

421 

.. 23-7 

436 

Rs. 22 9 

421 

» 23 7 


It can be seen readily from the last column of figures which of 
the stocks are cheap and which are dear. It will be noticed that the 
time at which the loans become repayable has an influence on 
the price and that the prices of all these securities are about the 
same although the market quotations show considerable differences. 

We can classify securities into three main groups according 
to the kind of income which they yield or are likely to yield. The 
first are those which yield to the holders a dividend which is a fixed 
sum of money paid at regular intervals. To this class belong 
various Government securities, corporation stock, debenture shares 
and even certain preference shares. In the second group are those 
which bring dividends which depend, both as regards time of 
payment and the amount of payment, upon the prosperity of the 
enterprise for which the capital has been subscribed. To this second 
group belong ordinary shares in commercial undertakings, as for 
example ordinary railway shares, shares in jute mills, and most of 
the shares in tea and in coal. Then, thirdly, there is the group of 
short period securities consisting chiefly in bills of exchange. These 
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are very different in many respects from the securities classified 
in the other two groups. In the first place, the investment is made 
for a short period, one, two, or three months, and investment in 
these is not commonly made, if ever, by the general public. They 
are primarily bank investments. Then, again, the income derived 
from these appears as a discount and not as a dividend. Yet, essen¬ 
tially these securities afford the means of buying an income as in 
the other two groups, although this income is for a short period 
only and is realized as a discount. 

Every person who has anything to do with stocks and shares 
knows that there are many subdivisions in each of the above groups. 
It will be sufficient to point out that the conditions attached to each 
stock and share and the nature of the enterprise vary very consider¬ 
ably, and these circumstances have their influence on the price of 
the security. A few of these circumstances are here given:—the 
liability of the shareholder to a call for further capital as in the 
case of bank shares, or any like liability; the natural risks of the 
undertaking, making a difference between, say, railway and mining 
shares; the reputation of the company for efficient and sound 
management; the quantity of the stock or shares issued and the 
readiness with which they can be bought or sold. These and other 
subtle influences on the prices of securities will be discussed at 
another time. 

On the market, the rate of interest takes two important forms, 
the long period and the short period form. The long period form 
is that regular income which a person would be able to get on 
investing £100 or Rs. 100 permanently or for a long period, free 
from all risks, and with the payment of interest being made at 
regular intervals in fixed amounts. The yield of good securities of 
the first group gives the best indication of the long period rate of 
interest; Government securities in normal times giving, perhaps, the 
best of all indications. The short period rate is that which one can 
get on investing, free of risks for a short period, say, for a month 
or for three months. This is best indicated by the rate of discount 
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for good bills of exchange, or by the bank rate. The Iwig period rate, 
when weeks or months are considered, is fairly constant, but the 
short period rate changes almost from day to day and it shows a 
marked seasonal fluctuation during the course of the year. 

Commodities rise and fall in price owing to a number of causes 
acting on the side of supply or on the side of demand. We may 
explain changes in the supply of jute by reference to the state of 
the crops in Bengal and to the state of the demand as indicated by 
the number of orders for jute and jute manufactures which come 
from many quarters of the globe. To a dealer looking forward for 
six or twelve months this method, supposing he gets reliable data, 
is good enough, and is, perhaps, the best method of obtaining a 
forecast of probable prices. When, however, we look over longer 
periods we find that this method fails. The ups and downs of the 
price of one commodity merges into a general widespread movement. 
We find that for long periods prices may show an upward trend, 
not jute prices only, but the price of almost every commodity; then 
at another period all prices may be falling. These general move¬ 
ments are accounted for by considering the influences at work affect¬ 
ing the value of the monetary standard. In order to bring this 
general movement of prices into focus and to obtain some measure¬ 
ment of it, the average of prices at a given date is compared with 
the average of a special date or period by what are known as Index 
Numbers of prices. 

TABLE. 



5 years averaj'e 

5 years average of 

Yield of 


of prices. 

rate of discount* 

consols. 


P. 

D. 

Y. 

1850 

... 764 

248 

311 

1«61 

... 798 

257 

309 

1852 

.. 854 

310 

302 

1853 

... 902 

355 

307 

1864 

... 954 

405 

8-27 
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6 years averaf^ 

years average of 

Yield of 


of prices. 

rate of discount 

consols. 


P. 

D. 

Y. 

1855 

...• 1008 

502 

332 

1856 

... 1000 

4-87 

322 

1857 

... 984 

440 

327 

1858 

... 980 

4 30 

310 

1859 

... 974 

420 

315 

1860 

... 966 

3 30 

319 

1861 

... 990 

360 

3 28 

1862 

... 1012 

450 

323 

1863 

... 1016 

4 74 

3 24 

1864 

... 1024 

503 

3 33 

1865 

... 1022 

513 

335 

1866 

... 1014 

4 77 

341 

1867 

... 1000 

4 05 

3 23 

1868 

... 990 

3 65 

320 

1869 

... 986 

2 94 

3 26 

1870 

... 1001 

321 

328 

1871 

... 102 8 

3 66 

327 

1872 

. . 103 6 

3 70 

3-28 

1873 

... 103 6 

3 67 

328 

1874 

... 1026 

355 

3 28 

1875 

... 996 

326 

324 

1876 

... 94-8 

3 03 

316 

1877 

... 90-8 

2 75 

314 

1878 

... 894 

263 

3 15 

1879 

... 874 

2 78 

3 08 

1880 

... 854 

295 

3 05 

1881 

... 844 

290 

300 

1882 

... 83 0 

298 

299 

1883 

... 79-8 

296 

2 96 

1884 

... 766 

2-81 

297 

1885 

... 734 

268 

302 

1886 

... 710 

249 

2 98 

1887 

... 702 

255 

295 

1888 

... 702 

2-85 

297 

1889 

... 70-8 

293 

2-81 
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1890 

5 years average 
of prices. 

p. 

... 708 

5 years average of 
rate df discount. 

D. 

276 

Yield of 
consols. 

Y. 

286 

1891 

... 704 

271 

2-87 

1892 

... 886 

2-58 

2-85 

1893 

... 666 

1-80 

280 

1894 

... 654 

156 

271 

1895 

... 632 

156 

259 

1896 

... 624 

165 

248 

1897 

... 634 

208 

245 

1898 

... 660 

241 

2-48 

1899 

67-8 

293 

2-68 

1900 

... 692 

312 

276 

1901 

... 70-4 

330 

292 

1902 

... 70-8 

318 

291 

1903 

... 70-4 

298 

275 

1904 

... 717 

312 

2-84 

1905 

... 73-8 

339 

2-78 

1906 

... 74-6 

321 

283 

1907 

... • 75-4 

333 

297 

1908 

... 765 

324 

291 

1909 

... 770 

303 

298 

1910 

... 77-5 

286 

309 

1911 

... 805 

328 

315 

1912 

... 82-5 

340 

328 

1913 

... 88-5 

350 

345 

1914 


... 

347 

1915 

... 

• • 1 

360 


In the table on page 170 a set of index numbers are given. 
They are prepared from the well known Sauerbeck’s numbers which 
are published in the journal of the Royal Statistical Society and in 
the Statist. The numbers in the table give the average of the index 
numbers for five years; the year given is the middle year of the five. 
The Sauerbeck’s index numbers for 1913 is 85, 1914, 85, and for 
1915, 108. They are expressed in percentages of the average prices 
for the period 1867-77. The last figure shows the great rise in 
prices which has tak^,place since the outbreak of the war. This 
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recent rise in prices is suggestive of the rapid price changes of the 
earlier part of last century, and it reminds us of the influence of 
wide commerce, brought about by the development of the means of 
communication and of peaceful trade, in steadying market 
conditions. • 

Having completed the preliminary explanations we can now 
proceed to examine the fluctuations which take place in the prices 
of securities over long periods, leaving to a later time the changes 
which take place in the shorter periods. Let us examine the chart 
and concentrate attention on the two curves, the one from a table 
of index numbers (Sauerbeck’s), and the other from the average rate 
of discount of three months’ bank bills, the average being taken for 
five years, the year given in the table and on the chart being the 
middle of the five. It will be seen that there is a rough corres 
pondence between the two, and upon closer examination it will be 
observed that a rise or a fall in the one curve is reflected in the other 
Technically we say that the two curves or sets of figures are correlated 
Also it will be observed that from about 1873 to 1895, both prices 
and the rates of discount moved downward; not a steady downward 
movement, it is true, but one similar to the decreasing heights of 
the various peaks as one travels from the heart of a great range 
of mountains to the plains After 1896, we find an upward trend 
which has continued to the present day The next curve on 
the chart to which attention is drawn is that showing the 
yield of the consol This curve is far steadier than the 
other two, the changes in yield being too small to be well observed 
on the scale shown. The important thing to be noticed is, that from 
1872-73 there was a fall and, after 1896, there has been an almost 
continuous rise. The price of the consol has, of course, followed .i 
reverse or rather a reciprocal path. The course of prices of other 
seoimties of the constant-dividend group .are not given here On 
the whole, when long periods are taken into consideration, their price 
movements are in general similar to the consol which is taken as a 
representative of the group. 
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An explanation of these changes in the rate of discount and the 
yield of securities is obtained by considering the effect of price 
changes on the condition of the masses of the people of the globe, 
and consequently, the effect on the demand for the supply of capital. 
Jt will be impossible in any short article to do more than indicate 
the drift of the explanation the details of which may be looked up 
elsewhere. 

Taking the world as a whole, the majority of the inhabitants 
are small peasant cultivators and artisans. We can divide the 
inhabitants into two classes, those who receive incomes which are 
constant monetary sums paid periodically, and those whose incomes 
depend upon a number of changing economic circumstances and 
whose income changes with these circumstances. Among the first 
are the receivers of salaries, of rents and other forms of constant 
money incomes The wage earners in large manufacturing centres 
are also of this class, but, often, where the hand industries and small 
scale industries prevail, their income partakes more of the charactc-r 
of the second grouj) The majority of the people of the world belong 
to the second group, the small cultivators, the master-workman, the 
small tradesman, the larger enterpreneur and all those whose income 
depends upon the state of trade In Great Britain, perhaps, but in 
no other country, the wage earners and salary receivers form the 
majority, elsewhere those of the second group predominate 

When prices are rising the nominal monetary income of the 
first remains stationary, but their real income, measured in goods, 
falls. In Bengal, we are familiar with the troubles of the 
hhadralog arising from the falling value of the rupee. The 
amount of wealth which members of the constant-money-income 
group* are able to save is reduced Others benefit at their 
expense, for the rise in prices brings a larger money and real income 
to members of the second group. The great masses of the people 
of the world, especially the poorer people in the non-industrialized 
parts, are better off and they, consequently, consume more. In India 
we are familiar with this kind of thing, the peasants of Bengal gain 
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by t,he high price of his produce, and as we saw last year, at the 
outbreak of the war, suffer by a fall. Broadly then, taking 
the tvorld as a whole, the rise in prices leads to increased 
consumption and consequently to a decreased saving of wealth for 
future production. 

This decreased saving in the world, as a whole, would not of 
itself, explain the rise in the rate of interest which we observe taking 
place concurrently with the rise in prices The demand for 
capital has to be considered also. The great masses of cultivators 
and others, whose income is increasing, consume more, but they do not 
consume more of all commodities in the same proportion. The more 
urgent wants are satisfied under all circumstances, but with an 
augmented income less urgent wants are attended to The Indian 
peasant does not eat more rice, he eats better rice and other richer 
foods; he also wears better clothes and he even endeavours to obtain 
a house covered with corrugated iron. With this increase in income 
his wants expand into the less urgent, and he becomes a larger 
purchaser of goods manufactured in towns and in the indus¬ 
trialized west. The trades which supply these goods feel the effects 
of the increased demand, the cotton trade, the iion trade and the 
coal trade all liecome busy So also the transport trades which 
carry the increased manufactures required. In all these trades the 
induced activity necessitates an increased use of capital, both f(*r 
a short period and for permanent investment; for most concerns 
will endeavour to expand their operations and the increased pros 
perity will induce others to start new concerns. Hence, there is a 
more intense demand for capital, and the money market feels the 
influence. As we saw above the saving of capital would be decreased 
by a rise in prices and that coupled with the increased demand for 
capital will cause the rate of interest to go up. Similarly we may 
explain the concurrent fall in the rate of'interest and of prices 

In conclusion it will be worth while to recall to the reader the 
.wonderful expansion in trade during the fifties and sixties of the 
last century, and the long period of trade stagnation from the 
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seventies to the middle of the nineties, and lastly this present mar* 
vellous period of trade expansion, an expansion which cannot be 
compared with any of earlier periods in its depth and its extent. 
These changes have coincided with the great price movements and are 
accounted for, partly though not wholly by them. Progress seems 
to go, now quickly, now slowly, with no uniform and steady pace. 
It seems to be hastened by rising prices and to be retarded when 
prices are falling. When industrial progress quickens its pace 
securities of the first group fall in price, and when trade ten^ to 
.slacken they rise in price. 

T. T. WILLIAMS. 



THE ECONOMIC SURVEY OF MY 
NATIVE VILLAGE. 

Madhabpore is a village within the sub-division of Ghatal in 
the district of Midnapore. 

The village is a part of the Zamindary of the Hon’ble 
Maharajadhiraj of Burdwan, under whom it is held iinder putni 
tenure by Babu Paresh Chandra Mukherji of the well-known Mukher- 
jis of Uttarpara. It covers an area of 1,537-8 acres and is thus a vil¬ 
lage of moderate size. The huts and houses lie scattered round a tank 
or beside a road and their density is the greatest at the centre. 
Round these on all sides extending to the borders of the village lies 
the agricultural area. This is the chief characteristic of almost all 
agricultural villages. There is not much brickwork in the village. 
The only masonry structures are the few temples and the Zamindary 
Cutchery. All the other houses have earthen walls two to three feet 
thick and are thatched with straw. Some of them are two-storied 
but the majority have no upper story. The rooms are generally 
spacious and sanitary. The house-sites measure only 18-46 acres 
being thus a very small fraction of the total area. But there are 
certain areas which seem to have been formerly house-sites. They 
are a clear index of a partial depopulation of the village by the extinc¬ 
tion of certain families. For, in villages, new lands are rarely 
chosen for house-sites as long as old or abandoned house-sites are 
available. Besides there has also been no emigration worth.the name 
within the living memory. Partial depopdlation and abandoned 
house-sites are the features of almost every village in this 
neighbourhood. The site of the village is the level part of the 
district. The soil consists more of sand than of clay. There is no 
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tidal river close by so that the character of the soil has no chance of 
being changed by inundation. But this deficiency of a navigable 
river is more keenly felt in respect of transport of goods and men. 
The few roads that are in the village and pass through it are not 
metalled and have during the rains an ankle-deep, and in places 
even knee-deep, mud. The main road, that was once famous for 
pilgrimage traffic to Puri, and is the only one for present communi¬ 
cation to other important villages, is in a very wretched condition. 
It is in places even waist-deep in mud for about half the year. The 
attention of the District Board may be drawn to it for metalling or 
at least thorough repairs. The only conveyances that are used are 
palanquins and bullock-carts. The use of the former is beyond the 
means of the ordinary people while it becomes next to impossible 
for the latter to w^ade through this mud. Thus transport of goods 
among villages comes to a standstill after the rains set in and the 
villagers have to remain contented with the seed-plants and manur¬ 
ing materials available in their own village. Thus bad means of 
communication make the villagers home-loving and at the same time 
check the spirit of enterprise. As in the proverbial village com¬ 
munity the village has a mixed populace. It contains almost all 
the castes and professions required to make it an economic unit. 
Here are Brahmins, sadgopas, carpenters, potters, shop-keepers, 
barbers, weavers, silver-smiths, black-smiths, fishermen, shoe¬ 
makers, washermen and similar other low castes of Bagdies, Haries 
and (’handals. Besides these there lies within the village area a 
part of a small Mahomedan colony. The predominant class in 
numerical strength is the sadgopas of whom agriculture is the 
hereditary profession. The village has about 250 resident families 
numbering 874 heads in all. The male and female above the age of 
12 are 301 and 370 respectively. The children below the age of 12 
are 117 males and 86 females. The census tables of 1901 and 1911 
for the village show, respectively, a population of 1,125 and 940 
heads. The former gives 522 males and 603 females, and the latter 
457 males and 483 females. My own census, taken in March last, 
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gives 408 males and 460 females. From a comparison of these 
figures the gradual depopulation above referred to is conclusively 
established. It can be supported from a comparison of the birth¬ 
rates and death-rates of the village as recorded in the thana- 
statistical register. The internal circumstances such as the pre¬ 
valence of malaria, the want of proper medical aid, over-work in the 
fields and mental disquiet under the burden of debt affecting their 
e.^ciency as labourers and (iausing untimely deaths, go to strengthen 
the validity of the conclusion drawn from the figures. 

The main occupation of the village is agriculture. Even people 
having other hereditary occupation look now upon agriculture as 
the important source of livelihood, though many of them have still 
retained their respective occupations as subsidiary to it. People 
belonging to higher castes cultivate their lands wdth the help of 
hired labourers while the rest work with their own hands. Most of 
the people possess lands ot their own. Their possession varies from 
a bigha to over 100 bighas. Almost all hold the land as wcupancy 
tenants either by purchase of the occupancy right or by acipiisition. 
Some land is held revenue free. People having more lands than 
they can cultivate lease out the surplus to 11!o.se who possess 
insufficient land or no land With the rise of prices of food-crops, 
the competition of lessees has almo.st doubled the rent payable in 
money. Hut there prevail two other systems of payment of rent in 
kind on temporary leases. They are locally called b/iag (or equal¬ 
sharing) and mnja (or rent of a settled amount of produce). Of 
these three kinds of under-tenancy, payment of rent in money is the 
best, the second best being the equal-sharing of the produce and the 
worst of all is the sanja system. Prices have more than trebled 
and the value of money has fallen but the money rent, owing to the 
inelastic influence of custom, has not risen much above double the 
former rate. Whereas in the other two cases' it absorbs the whole of, 
and sometimes more than, the economic rent. For custom fixes the 
s^are of produce paid as rent on the mnja system, at over half. But 
the fertility has decreased as land is growing old and the cultivation 
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requires more expenditure than in former times in the shape of higher 
wages, higher prices for seeds, manure, cattle, etc., and more outlay 
for necessaries of life. That the pressure of produce rent is felt by 
(he cultivators is seen from their bidding for higher and higher rent 
to be payable in money rather than submit to pa 3 mient in kind. But, 
as a result of the power of land-owners, payment in kind of one form 
or other is forced upon the temporary tenants who, under the pressure 
of high prices, hav'' no choice but to hire land at the terms offered. 

The method of cultivation is as primitive as ever. It has 
gained nothing from what is now called scientific agriculture. 
There is no rotation of crops, no seed-selection, no application of 
manure suited to the nature of the soil and crops, no adaptation of 
crops to the fields. The manuring takes no account of the needs of 
the soil or the nature ot the crops. The cultivators apply the same 
measure and kind of manure to all fields and crops alike. Their 
manures consist of oowdungs, ashes and oil-cakes. They know no 
use for chemical manures nor bone-meals. Hut the silt of old ponds 
and tjinks is one of their favourite manures. The urine of the 
cowshed is wasted. Hut they are not totally in the dark about the 
efficacy of urine as manure for competition among tenants is seen 
in bidding to kee]) a fl(K'k of sheep or goats, when out on its annual 
grazing, on their fields during a night or two to derive the benefits of 
their urine and stools as manure. It is a common, though harmful, 
practice to burn the cowdung for fuel. Hut as some have alleged 
that ashes are more beneficial to rice than cowdung, it is for the 
scientists to determine the truth of this allegation. Hut there is an 
ample scope for improvement in the matter of manuring fields and 
crops without any prejudice to the honour in which ancestral methods 
are held. Similar fidelity to their ancestors is still shown in their 
ploughs and harrows, spades and hoes and other instruments of 
cultivations. The same ignorance has prevented the introduction 
of any innovation in the preparation of the soil, the methods of 
transplanting and weeding and even harvesting, thrashing and 
storing the grains. Hut,they are glad to introduw innovations if 
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their merit is clearly established before their eyes. One 
instance I can cite. Some years ago, a farmer having been con¬ 
vinced of the superiority of a system of cultivation of potato 
practised elsewhere introduced it in his fields. Seeing his produce 
increase, his “neighbours followed him the next year and the year 
after all the growers of potato in the village unhesitatingly adopted 
the same method. This incident may go a great way to prove tlie 
efficacy of the establishments of model farujs and demon.strations of 
better methods. Similarly the improvement of their cattle can be 
made if they could be taught the efl'ect of crossing their animals. 
The people seem not to be indifferent to the adoption of better 
methods, if only the superiority is demonstrated to them not by mere 
exposition in pamphlets but by actual experiments carried out before 
them. And these demonstrations and experiments can be brought 
to pass by the well-meaning Zamindars in co-operation Avith the 
Government. F'or herein lies the solution of the problem of poverty 
in India, about 70 per cent, of whose people are agriculturists, 
unenterprising and illiterate. Tt is not the industrialisation of the 
country, not the diversification of occupations, not the resuscitation 
of cottage industries that will do so much to add ti. the prosperity 
of the country as the improvement of agriculture. For it is not the 
conservatism but the povertv and ignorance of the people that have 
cramped their enterprising energy For one can easily imagine 
how difficult it is for them to risk their little outlay for experimenting 
on new methods in preference to the certain results of their own 
time-honoured methods. 

Of the total culturable area of the village 1,23176 acres are 
cultivated and 6779 acres remain uncultivated waste land. About 
the whole of this waste land can be brought under cultivation i^ 
facility in the shape of lease on liberal terms and the supply of 
necessary outlay is secured to them. When one sees on more than 
one occasion the peasant proprietors excavate his plot of land to 
reach a lower layer of soil after all his attempts to counteract the 
action of the Decreasing Return have been baffled, one cannot doubt 
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their knowledge of the superiority of virgin lands in respect of 
fertility. *Vnd this costly method of intensive cultivation will be 
sure to give place to one by which virgin lands will be available 
by reclamation of the waste lands of the village. Out of the total 
cropped area of 1,231 76 acres, only 1898 acres produce two crops 
in a year and 407 32 acres are irrigated from tanks. These figures 
at once suggest that there is a scope for more intensive cultivation. 
Hut only the richer cultivators grow two crops in a year, the second 
crop requiring more outlay for manure, seeds, etc. The scope for in¬ 
tensive cultivation is thus limited by the resources of the people. But 
the extension of irrigation recpiires no present outlay for the excava¬ 
tion of tanks and wells. The village has already 11817 acres under 
permanent sheets of water while the area irrigated is only 40732 
acres. As for the facility to be given for irrigation, I suggest that 
instead of strictly limiting the right of irrigation from certain tanks 
to certain fields only and leaving the other neighbouring fields to the 
mercy of the clouds, the right should be extended, specially in 
seasons of drought to neighbouring fields so long as drawing water 
from the tank does not injure the supply of fish by leaving in¬ 
sufficient water in the tank It is a pitiable sight to see crops die 
standing for scarcity of rain-water while a tank within a few 
hundred yards or so cannot be used for irrigating the field simply 
because the tank is not subject to a right of drawing water. The 
absence of this right of irrigation on useful occasions in some places 
explains the reason of the prevalence of a single crop in a year 
depending mainly on rainfall. 

Further, as so large an area of 11817 acres remains under water 
not available for cultivation, its use can be developed for the produc¬ 
tion of fish. Fish is a favourite and important item in the family 
budgets. 1 f proper attention is paid to this industrv by the owners 
of tanks, cheapness of fish will ensue and the saving therefrom can 
be advantageously applied to other necessaries. Thus not only the 
owners of the tanks but the whole village will gain, if pisciculture 
is more cared for, 
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Rice is the principal agricultural product, 1,22757 acres are 
under the cultivation of rice while only 1812 acres are under rabi 
crops and 5 05 acres are orchards and gardens. Of the rabi crops 
wheat is cultivated in 86 acres, harlev in 299 acres, pulses in 361 
acres, oil-seeds in 428 acres, condiments and spices in 369 acres and 
potato in 229 acres and other minor crops in 40 acres. There is no 
cultivation of fibres or cotton except an amateur plantation of jute 
in 45 acres. The area for rabi crops varies from year to year, but 
slight variation is found in the area for rice Two crops of rice, 
viz., Hhadoi and Aghani, are grown each year Of the area under 
the cultivation of rice, 12045 acres grow Rhadoi and 1,10706 acres 
grow Aghani crops 

Peasants commence ploughing the fields for rice from the 
beginning of February to the end of June on the davs when the rain¬ 
fall keeps the soil sufficiently moist for work. The ploughing is 
begun as early as 6 a m., or even earlier, and is continued till 
1 o’clock or so. Then again in the afternoon from 4 till evening. 
The number of days for work in a month depends upon the vagaries 
of the monsoon In a normal vear, ploughing is done on 12 or 14 
days in a month, working about 10 hours a day. .\tter the prepara¬ 
tion of the soil by ploughing, the sowing of seeds, manuring the 
fields and transplanting the seed plants go on till the end of August 
These two months the cultivators scarcely know any rest till dark¬ 
ness makes it impossible to work and unsafe to remain in the fields 
on account of snakes except intervals of an hour or two for meals 
during the whole course of the day The men and cattle are over¬ 
worked day after day, but in seasons of drought their eyes are turned 
upwards to the skv as if they grow restless to have their accustomed 
laborious days. When transplantation is over there comes a lull 
for a few days, the maximum period of which is about a fortnight. 
Then comes the weeding and the irrigating of fields lasting for 10 
or 12 days. As soon as weeding of Aghani fields is done, the JIhadoi 
becomes ripe for harvesting which takes about 20 days in the 
maximum After the harvesting of Bhadoi, the fields are again 
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ploughed for rabi crops. But as very few raiyate grow rabi crops 
the peasants in general pass happy idle days till the harvesting of 
Aghani commences from the middle of October. Then comes again 
a scene of untiring activity for 15 or 16 hours a day from early dawn 
till late at night. The days are spent in sickling and night hours in 
binding the rice into sheaves. Then comes the ingathering lasting 
till about the first week of January. During the whole of this 
period certain days of festival and the days of full moon and new 
moon are enjoined as days sacred to rest. But the cultivators have 
mostly out-grown this superstitious belief in response to the urgency 
of work, for a day lost in observance of this kind may mean much 
material loss- bighas of land remaining fallow or improperly trans¬ 
planted in the end But bowmuchsoever they may toil and be 
zealous in their work, their ignorance of simple truths of agricul¬ 
tural chemistry or botany much stands in the way of their prosperity. 
Hence, it can b(‘ safely laid down that though agriculture embraces 
many sciences still it will l)e highly beneficial to teach the peasant 
l)oy8 rudiments of the science of agriculture along with their lessons 
on the three R’s during the course of their primary education. 

One more defec-t of the agricultural system cannot escape notice. 
Almost all tenants have small plots of land scattered over each part 
of the village and much time and energy is wasted in going from 
one plot to another, specially when they are situated in quit? 
opposite part* of the village and successively demand attention. 
For a day’s delay might dry tip the moisture and cause the tenants 
to postpone indefinitely the cultivation of the land. It would be 
far more economicixl if one man had all his lands in one part of the 
village only for then the strain upon his attention would be less 
than now* when he has to determine dav after day which field is to 
be attended first and which next. Again, as he cannot go to each 
of his plots personally, he has often to rely upon the report of his 
neighbours who may be ignorant of the relative state of his fields 
in the other parts of the village. So an intelligent cultivator makes 
some sort of routine based upon the experience of the previous years, 
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the report of his fellow-cultivators and a certain amount of fore¬ 
sight according to which he ordinarily attends to his lands, while 
lazy and unenterprising ones, intolerant of the necessary labour ©f 
transferring their labour from one part of the village to another 
during the course of the same day, grieve to find that the neighbour¬ 
ing plot of another bears a luxuriant crop with the same manuring 
and labour only because it was attended to a week or so earlier. It 
is still more a matter of pity, that these fields, scattered as they are, 
are commonly very small in size, measuring in most oases less than 
a bigha and even a cotta or two This parcelling of land intft bits 
bears witness to the baneful effects of the law of partition obtaining 
in this country. With the progress of individualism, the joint- 
family system is broken and holdings are divided. The division is 
effected not in gross but piece after piece in each part of the village. 
Had there been a restrictive law or at least a custom that a piece 
of land should not be divided if its size after partition becomes less 
than, say, a bigha, much productive energy might be saved and the 
march of diminishing return might be successfully counteracted. 

Another significant sign of the village life is the diminution of 
day-labourers who formerly hired themselves out at very low wages 
to make both ends meet Now the rise of prices has stimulated them 
to become independent workers by taking leases of land from those 
who can spare it. As wages did not rise so rapidly as prices in the 
last two decades, their suffering became very great and they grew 
to be a class of temporary tenants. The result of this sudden 
shrinkage of the number available for hiring as servants is that their 
wages have risen and their treatment become more humane. This 
is no doubt a step in the right direction. 

Indebtedness at a high rate of interest is the canker of the rural 
area. This received a special impetus with the change of these day- 
labourers into independent cultivators. Before such change, people 
in moderately well-to-do circumstances were independent cultivators 
a^d used to cultivate 20 to 60 bighas of land. They would seldom 
have occasions to borrow except to celebrate a marriage or a sradk. 



iye The Bengal Economic Journal 

For each marriage requires the payment of a dowry of Rs. 300 to 
Rs. 600 to l)e paid to the bride’s guardian in addition to a certain 
amount of jewellery for the bride. In a sradh, again, the expendi¬ 
ture is very strongly believed to be the measure of respect for the 
dead. So the pressure of custom leads one to borrowing heavily that 
he may not be out-done by a neighbour of equal means. 

As there is no co-operative credit society to help them, the 
people have to go to village money-lenders and pledge their lands at 
an exorbitant rate of compound interest. This unproductive debt 
they can seldom clear off and either their lands are sold in execution 
of a decree of the court or a fresh deed is executed to hold the 
cultivator permanently in the clutches of the creditor. Another and 
more common feature of agricultural indebtedness is the borrowing 
of paddy at 25 per cent interest to be paid in kind when the harvest 
has been gathered in. Failure to repay this debt tor one year means 
loss of all credit and starvation would stare them in the face. It 
is very curious to note t hat once one steps into the quagmire of 
borrowing under the prevailing village system, he sinks deeper and 
deeper into it with all his efforts to extricate himself from it. If 
then peasants are to be saved some extraneous agency must comt' 
forward to their help and this .is what co-operative societies are 
doing. But there is no one in this village who has yet tried to 
organize one. The chief reason of its absence, as some allege, is the 
lack of an able organizer and the ignorance of the existing people. 
Besides, the village is often torn into two or three factious parties 
injuring the interests of one another and precluding any attempt at 
co-operation. But against this should be set the spirit of co-opera¬ 
tion evinced in the management of the annual Burdwari Puja of the 
village, "When all differences of opinion are temporarily suspended, 
in bringing a matter of public interest to a successful end. 

The people lead a very simple life. Their wants are few. The 
major portion of their expenditure is on food. Their daily dress 
consists of a single dhoti round their loins and their napkin on their 
shoulders. Only moderately well-to-do people use a pair of slippers. 



187 


The Economic Survey of My Native Village 

Their ward-robe contains two or three additional dhoties and a shirt 
or a coat and sometimes a scarf. The women of the village wear a 
sari and use a few glass bangles and one or two silver ornaments on 
their person. The few gold ornaments that the wives and daughters 
of richer classes possess are put on only on festive occasions. 

The shops of the village keep only the daily necessaries of life, 
specially the food-stuffs, for sale and often have a table of barter 
prices for their commodities in terms of different sorts of paddy and 
rice. Coins have thus a limited use. Even conch-shells called 
cowries are accepted in exchange tor the pa)Tnent of fractions of 
a pice—the unmistakable index of the poverty of the lower classes of 
the village. At times, another kind of barter takes place People 
exchange paddy and rice, ff)r pulses, barley, wheat, etc , which they 
do not grow but want as articles of food at the time-honoured 
customary rates. 

The only trade worth the name is carried on after the harvest 
It is the sale of paddy and husked rice to the export-agents at their 
depots. They sell not because they have surplus to sell but because 
they need cash to make various sorts of payments. Sometimes they 
sell in their own home to traders who, taking advantage of their 
need for money, come to their door with a number of pack-bullocks 
at this part of the year It is a peculiar phenomenon that people 
sell their paddy for cash at a price the lowest during a year and 
then borrow paddy again from mahajans when prices are high 
With better organization, the people could borrow money and lay 
by the stores of grains to sell them when prices go up. This will 
relieve them of the compulsory sale and herein lies the seed of 
siiccess for a co-operative credit organization. For even in a nor 
mally good harvest about a third of the people must have recourse 
to borrowing paddy sufficient for the mainhenance of at least a 
quarter of the year. Had they not sold their produce almost with¬ 
out exception just after the harvest and had they been able to get 
money at a cheaper rate, more than half of the people of the village 
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would have no occasion to go to a mnhajan to borrow paddy at 25 per 
cent, interest to be paid punctually after ingathering in kind only. 

Though almost all families cultivate lands on their own account 
with a view to store their most staple necessary, viz., paddy, in their 
own home, still the stores of about half the families mainly 
belonging to the lower castes and wage-earning class fall short for a 
few months before the next ingathering. Though the other half need 
no Iwrrowing from year to year still many of them have those before- 
mentioned unproductive rupee-debts and have to sell some part of 
the produce a few months after the harvest when price has risen. 
Roughly speaking about 76 per cent, of the resident families are 
borrowers of one sort or the other and only 25 per cent, are solvent 
farmers and possess stores of grain that last till the next harvest and 
even leave a surplus. As the village people not unnaturally look 
upon the stores of grain as a rough measure of the prosperity of a 
family the ambition of the solvent ones is to accumulate the surplus 
year after year, no heed being paid to sell and buy at the rise and fall 
of prices. Some six families in the village have gratified this ambi¬ 
tion by accumulating stores that may last them for five or six years 
successively without any sort of income from any source. But the 
rest of the solvent families accumulate in a normally good harvest 
and use that up in a bad one and in the average just escape borrowing. 

Wages are paid both in money and kind. Men, women and 
children of the indigent lower castes are employed as field-labourers 
and domestic servants. The hiring of labour is done by those who 
do not themselves cultivate with their own hands at a rate of wages 
generally fixed for the year. The adult labourers get Rs. 26 to 
Rs 40 per annum in addition to the clothing and meals throughout 
the year.. Those who work with their own hands seldom employ an 
annual servant but hire labourers by days and months and pay 6 to 
7 annas per day and Rs. 6 to 8 per month, in addition to the break¬ 
fast and dinner for the days. These labourers have to provide them¬ 
selves with the evening meal at their own cost, ^metimes the 
servants employed for the year have the advantage of dictating terms 
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to the employers and stipulate that the master should allow him to 
cultivate a bigha or two of his land at his cost and allow the 
produce of that specified field to be taken by the servant to his home 
without any payment of money but ns a part payment of wages. 
This system, though advantageous to the servant, is very harmful to 
the employer specially if he is a regular absentee from his fields, for 
self-interest would always prompt the servant to apply the best few 
days to that specified field to the damage of his master ('hildreii 
are employed to tend the cattle and do odd jobs. Their rate of wages 
show's no sign of increase. Besides food and clothing they gel 
annually Rs. 5 to Rs. 10 and young boys Rs. 10 to Rs 25 according to 
their age and efficiency. Women are chiefly employed as maid¬ 
servants at some monthly rate varying from 8 annas to at most a 
rupee. They take two meals at their employer’s house Sometimes 
low caste women are sent on errands to distant villages and are paid 
at the rate that prevailed generations ago. Thus custom has still a 
greater influence in the determination of wages than contract. 

The condition of the education in the village is anything but 
satisfactory. The village school only a few years ago teaching up 
to M. V. Standard has been lately reduced to a primary pafhsuln 
for want of pecuniary support both at the hands of the local people 
and the District Board. As regards higher education in English, 
the writer is the first Graduate of the University and the first 
Master of Arts coming from this village Only six l)oys of the 
village are now getting secondary education in English at different 
places and 37 names including 6 girls are on the rolls of the primary' 
pathsala. 

The sanitary condition of the village is still most deplorable. 
There is no proper drainage to take off the surplus water out of the 
village. So it accumulates in pools and ditches and causes tlu* 
fallen leaves of trees to rot in them and form for the time the hot-lM*ds 
of malaria. Besides, the ponds from which drinking water is drawn 
are preserved in the most unhealthy manner by their owners and as 
there is nothing but public spirit on the part of the owners to keep 
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theni in proper order, either the Zamindar or the District Board 
should provide the village with a tank for good drinking water as 
private owners will listen to neither prayer nor argument. Another 
prominent deficiency in the village economy is the absence of a doctor 
worth the name Though there are two quacks in the village, the 
cause of the death of a majority of the people is the want of proper 
medical aid as soon as they fall into a little serious illness. 

Though education is poor and the majority are illiterate, yet 
their morals are good. They are truthful, honest and brave. Sim¬ 
plicity and straightforwardness are the keynotes of their life Not 
to speak of serious criminal cases, even petty thefts are rare. The 
quinine-pill of civil litigation they seldom swallow. All disputes, 
civil and criminal, are still decided by the village elders. But a 
departure has been made in recent years. During the last five years 
only, two serious criminal cases and one civil suit for the adjudica¬ 
tion of title were instittited ('o-operation in times of fires or out¬ 
breaks of infectious diseases is the last remnant of the old 
communism of village life 


P. C. PATHAK. 



MECHANISM OF EXCHANGE IN THE 
PERSIAN TEA-TRADE. 

A CONSIDERABLE trade in tea is carried on between India and Persia, 
and the following account of its finance and methods may therefore 
be of interest. 

Business methods and circumstances in the North of Persia 
differ widely from those prevailing in the South. The distinguish¬ 
ing feature of the trade of Northern Persia is the preponderating 
influence of Russian banks and Russian transport companies. The,se 
have been very important factors in facilitating trade and improving 
business methods. The transport companies receive at Batoum all 
merchandise destined for Northern Persia and deliver it to 
the intended Persian customers. These companies have their own 
steamers on the Black Sea and on the Caspian, and have been very 
useful factors in developing trade. To encourage such develop¬ 
ment, the Russian Government allowed tea, destined for I’ersia, to 
pass through its territory duty free. The Russian banks in Persia 
are also very useful to Indian traders as they work as the agents of our 
Exchange banks, and thus facilitate the financing of Indian trade 
with Northern Persia. 

The working of our tea trade may be best explained by means 
of a concrete example. Suppose a trader in Meshed ordered some 
tea from a merchant in Calcutta. The Indian merchant buys tea, 
packs it and ships it to Batoum. For the price and expenses he 
draws a sterling bill. This feature deserves-to be noted carefully; 
generally, when a bill is drawn on any country it has to be drawn 
in terms of the currency of that country. But in the present case, 
an Indian draws a bill on a Persian in pounds sterling, thus showing 
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once more how eomniercially ubiquitous the English gold coin is. 
7'he bill is sold to an Exchange bank in Calcutta, and it is instructed 
to send the documents of title to a certain transport company in 
llatoum. It is also instructed to send the consignment of tea to the 
trader at Meshed; but the consignment is not to be delivered to him 
until the full payment for cost of transportation has been received 
by the transport company, and the amount of the bill has been paid 
either to the Imperial Bank of Persia or to one of the Russian banks 
in Persia— these banks thus acting as the agents of the Indian 
Exchange banks. 

The exchange rate may now be considered The pound sterling 
had always a value somewhere between 54^ hrans and 56 krans. 
Bills on Persia are generally drawn in the expectation that they 
should be paid on the date of maturity at the rate of sight bills on 
London. Hence when the bill falls due, the exchange of the day 
is known in India and the rate of exchange between the kran and the 
pound sterling is knowm in Persian markets, and at that rate the bill 
is paid. We note again that the Indian merchant had bought his 
tea with rupees, but sold it in terms of pound sterling; the Persian 
trader had bought it in terms of pound sterling, but paid his debt 
in krans. The Indian is always prepared to quote his prices in 
pounds sterling, but not in kran.s This is another proof of the 
international importance of the pound sterling—if, indeed, any 
further proof was needed at all 

As regards the imports from and exports to the South of 
Persia, the business methods are very different The financing 
centre for Persian produce coming to India or sent to Europe is 
Bombay- If a trader in South Persia wants to import tea from 
India, he can pay for it by buying one of the Persian exporters’ bills 
on India and sending it to his consignor Exporters’ bills on India 
and Europe are plentiful in Southern Persia, because there are large 
exports of opium, carpets, gums and other commodities from that 
country. Bombay is the emporium for these products, and the 
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Persian exporter can always draw a bill on his Bombay agent and 
sell it, thus recouping himself. The Bombay agent pays the bill, 
and either sells the goods in Bombay or transmits them to Europe 
and then draws again op London. Generally, it may be said that 
the tea trade between India and the Gulf is financed with Persian 
money. The tea-trade by this route is much less important than 
that between Bengal and Batoum. 

The reader could not have failed to notice the important dif¬ 
ference of business methods between our trade with Northern and 
with Southern Persia. This difference is due to two main causes. 
The arrangements for transport and delivery which are possible on 
the Batoum side are not practicable in the Gulf, as there is no such 
insurer and carrier there as the Russian transport companies. In 
the second place, it is possible to draw in krans from Bombay, as 
there is a market in that city for bills in krans But it would not 
be possible for a (^alcutta merchant to draw bills on Persia in krans, 
since in our city there is no market for such bills A great many 
Persian merchants reside in Bombay whose demand for kran bills 
on Persia forms an important factor in the siutation. There is no 
such important Persian colony in Cak utta. C'onsequently, when 
tea is sent from ('alcutta to Bagdad or Basra the exporter has resort 
to advances from Rxchsinge banks; when the export is from Bombay, 
the Bombay trader can draw direct on Persia Bombay is also, to 
some extent, a financing centre for the export trade from the Gulf 
to India. But as the Indians resident in Bagdad or Basra are few 
it is not possible to find in those cities a convenient market for bills 
on India. On the other hand, as we have seen, Bombay is a very 
good market for bills on Bagdad or Basra. 

It is also worth noting that there is no general rate of exchange 
on Persia to be quoted; the rate differs according to the particular 
Persian city on which the bill is drawn. Thus the price of a bill 
drawn on Shiraz would be very different from that of a bill of the 
sarnie amount on Meshed. Two factors have to be considered here— 
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the distance of the particular city from India, and the amount of 
business which it carries on with our country. Another circum¬ 
stance which deserves attention is the rise in the exchange value of 
the kran. This is due to the fact that during the war Persian 
exports have continued, while her imports from the belligerent 
nations have been greatly reduced. The expenditure of money by 
the warring nations on the operations in Mesopotamia is also a 
factor in the situation. 

J. C. COYAJEE. 



SOME FEATURES OF THE BANKURA FAMINE. 


The distress due to the famine in the Bankura District which 
began in September 1916 still continues, although to a diminishing 
extent, and a complete account of it cannot yet be given. But its 
main features are now fully defined and the special characteristics 
of the methods of relief are sufficiently clear and of such interest as 
to justify a preliminary discussion of them now. 

The District of Bankura forms a connecting link between the 
plains of Bengal on the East and the Chota Nagpur plateau on the 
North. In the Eastern portion the land is alluvial, fertile, and flat. 
To the North and West the surface rises and becomes undulating. 
The soil is mostly gravel, although in the lower levels there is good 
alluvial land, producing abundant crops under favourable circum¬ 
stances. Otherwise the soil is poor. A large part of this section 
has not been brought under cultivation and contains extensive jungle 
tracts. 

About one-third of the population of the district is made up of 
aboriginal tribes, viz., Santhals, Bhumijies and Bauries. These are 
largely landless labourers. Together with the small cultivators they 
make up the bulk of the population which at all times is not far 
removed from primary poverty. 

The people depend almost entirely on the cultivation of rice, 
supplemented by the earnings of the migratory gangs who go ofl 
durii^ harvest seasons to labour in the adjoining districts. Of the 
678,500 acres under crops in 1914-15, 495,000 were producing rice. 
In consequence of the large jungle areas which afford extensive graz¬ 
ing the number of cattle in the district is very large. But the grazing 
i j of poor i;[uaUty, seldom supplemented by other food, and the cattle 
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are therefore of little value as affording an addition to the real income 
of the community. The only occupation of importance other than 
agriculture followed by the people of the district is that of weaving. 
There are several thousand families of Tantis, or Weavers, who 
either as whole-time workers, or in combination with agriculture, 
carry on their hereditary industry of weaving coarse cotton cloth. 
The tussar weavers and the Domes who are engaged in basket making 
are too few in number to exercise any appreciable effect on the 
general economic life of the people. 

Hence, it is predominantly on the success or failure of the rice 
crop, depending on the abundance and timeliness of the rains that 
the scanty income of the people depends. The direct rainfall is 
imperfectly economised by means of tanks and wells. Nothing beyond 
this has as yet been done to increase the resources of the land by 
irrigation although it would not be either difficult or expensive to 
carry out a scheme by means of which a considerable area, now most 
exposed to the sufferings of famine, would be rendered practically 
immune. 

The present famine, which has been more severe in this district 
than either that of 1897, or of 1908, may be said to have originated 
with the failure of the rains after mid-September in 1914. To save 
the winter crops as far as possible the tanks and bhands were emptied 
In 1915 the rain was again short and the water in the tanks and 
bhands nowhere reached the ordinary level. The aus paddy proved 
an almost complete failure and, taking the district as a whole, there 
was less than a 4 anna winter crop. 

The poorer cultivators and weavers are normally heavily in debt 
to iJio mahajans.' As soon as the apprehended a failure 

of the rains in 1916 they stopped the advance of paddy on which the 
poorer cultivators and the poor middle class depend. Credit, so far 
as these classes were concerned, virtually ceased. Early in 
September the symptoms of extreme scarcity became manifest. The 
price of rice, which was 7| seers in July, rose to 6^ and 6 seers in 
August, as against 9} seers in September 1914. Large numbers of 



Some Features of the Bankura Famine l67 

labourers left the district in search of work, but, failing to find it, 
returned in an impoverished condition. 

The wandering of professional beggars and of the indigent and 
' infirm showed that the resources of private charity had dried up. 

Dacoities and petty burglary and theft increased. 

The Relief measures were taken just in time to prevent extreme 
suffering. Since their commencement in September 1915 they have 
secured the sustenance of all those in distress. No cases of starva¬ 
tion have been recorded and the mortality throughout the year has 
been below the normal in every month with two exceptions, due to 
outbreaks of small-pox. 

It is not proposed in this article to give a detailed account of 
the administration of the various forms of relief. But there are 
certain features of the work that have considerable economic interest 
and deserve special consideration. 

The area over which famine prevailed in January last, when 
famine was technically declared, was 1,593 square miles, containing 
a population of 654,798 persons. 

The different kinds of relief which have been organized for the 
benefit of this area may be classified as follows:— 

1. Voluntary Relief. 

{a) Employment, for able bodied. 

(6) Gratuitous, for infirm, ori)hans etc. 

(c) Special relief for hhadralogue class. 

2. Public Relief. 

(a) Loans. 

(i) Under the Agricultural Loans Act. 

(ii) Under Land Improvement Act. 

(b) Employment Relief. 

(c) Gratuitous Relief. 

(d) Special scheme for relief 5f weavers. 

It has been pointed out that one of the accompaniments of the 
impending crop failure in the summer of 1915 was the stoppage of 
loftTia by the mahajans to the cultivators and weavers. The earliest 
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form of public assistance therefore was tiie sabetitation of a public 
loan fund for that of the mahajans. This sMTes two objeets. 
Advancee made under the Land Improvemait Loans Act to the larger 
tmiants is intended to be invested in the hire of labour for the 
improvement of the borrowers’ property. It is advantageoae to the 
proprietor as enabling him to r^air old wells, tatdrs, etc., while 
labour is cheap; it gives employment to the labouring class; while it 
relieves Government of the trouble and expmises of administration. 
It has further the advantage of effecting employment through the 
ordinary channels of the labour market. Care is, however, necessary 
to ensure that the loans are really used for the purposes for which 
they are granted. 

Advances made to the smaller landholders under the Agricul¬ 
tural Loans Act are practically used for purposes of subsistence. 
They thus result in no capital addition to the wealth of the district. 
As these advances are only made to those with security to give their 
benefit does not extend to the poorest sections of the community, the 
labourers and the infirm. 

At the end of August of this year Rs. 4,33,111 had been< 
advanced under the Land Improvement Act, and Rs. 6425,127 under 
the Agricultural Loans Act. 

Voluntary Relief Committees were organized in the ear^ stages 
of distress and were successful in collecting considerable sums from 
outside the district. The College Relief Committee alone has 
collected over Rs. 25,000. The danger of overlapping in the distri¬ 
bution of gratuitous relief with the Public Relief Committee was 
prevented by assigning four unions to the care of the Voluntary 
C/ommittee for which they were solely responsible. Their system of 
relief, however, was not identical with that of the Public Committee. 

The chief interest of the voluntary work attaches to the scheme 
of employment relief carried out by the Collie Committee. Taking 
advantage of the low price of labour the Committee has virtually 
filled the function of business organizer for the purpose of carryii^ 
out productive work under umket conditions. It obtained a 
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eratc«ot from the Bengal-Nagpur Railway for breaking, carting, 
and sfeadking stone for ballast. The labourers were paid from 
Bs. 1-4 to Rs. 1-6 per 100 cubic feet for cutting, which worked 
out at a daily wage of As. 2 for an average worker. The carrying 
and stacking'was paid in proportion. From 400 to 500 men and 
women have been given continuous employment on this work and the 
job will result in a small profit to the Relief Committee. It is worth 
noting that experience of this work shows that the Sauthals can do 
from 25 per cent, to 50 per cent, more work per day than the local 
Bengalee, the difference being in part, at least, attributed to the 
mixed diet of the Santhal. 

It was seen early in the famine that the poorer weavers were 
among those suffering the acutest distress. They manufacture coarse 
cotton ehudders, dhoties, saris, etc., from yarn of 10 or 12 count. 
The trade is organized by mahajans who may be broadly divided into 
two classes, viz., those with considerable capital and having trade 
connections outside the district, and those with small capital and 
dealing only with customers in the neighbourhood. The products of 
the weavers are subject to seasonal demand. They are chiefly bought 
when the cultivators are realizing the money for their crops at 
harvest. But the large-scale, or capitalist, niahajan can afford to 
take the products of the weavers all the year round and to bold bis 
stocks until the demand price rises at harvest. The small-scale 
mahajan only enters the business at that season and so swells the 
short-period demand for weaver’s labours during the autumn months. 

The mahajan, particularly the large-scale mahajan, stands in a 
double relatum to the weaver. On the one hand he is a merchant, 
buying the yam wholesale, distributing it tp the cottage weavers, 
receiving back an equivalent weight of cloth, and paying the weaver 
a stipulated wage for the work done, and filially inarketting the 
finished product. He is thus not only the employer of the weaver, 
but also takes the risk of fluctuating value between the time when he 
buys the yam and the time when be sdJs the finished goods. 
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On the other hand he is a money-lender. The solvent weaver 
normally buys his yarn from the mahajan, weaves it, end sells the 
cloth to some local customer, thus himself taking the profit. But 
frequently he finds himself unable to pay cash for bis yam. He then 
obtains yarn from the mahajan on credit incurring a money debt. If 
he is fortunate he repays this debt from the sale proceeds of his pro¬ 
ducts and continues independent. Otherwise, if the debt remains, the 
mahajan stipulates that the weaver shall, as a condition of receiving 
a further advance of yam, return the due weight of cloth and 
take his payment merely in the shape of a wage at so much per piece. 
At the season when the demand for cloth is slack these wage rates 
are reduced to a bare minimum. When the seasonal demand revives 
and the small scale mahajan enters as a buyer in competition with 
the larger men the profits of the weavers rise usually by more than 25 
per cent.. Thus in the slack season the price paid for weaving a 
pair of chudders is about As. 6. In the busy season it is at least 
As. 8. 

The effect of famine is to destroy the local demand for the 
weavers’ products. Their credit, like that of the cultivators, ceases. 
But the really significant fact is that the mahajan fails in his 
function as a merchant and entrepreneur just when be is most 
needed. It might be expected that at a time when the weavers are 
willing to sell their labour cheap the large scale mahajan would 
extend bis trade with external markets and so relieve the situation. 
In practice his function as money-lender seems to over-weigh his 
function as entrepreneur. He proves inefficient as the instrument 
for organizing- production for other than the local markets. It was 
in overcoming this defect that the Special Committee for the Belief 
of the Weavers has done such valuable work. 

The Committee obtained its capital from Government grants, 
amounting to Bs. 89,800. This was replenished as work proceeded 
by the receipts from the sale of cloth, amounting between September 
1915, and June 1910, to I)|s. 81,751. The number of looms to which 
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employmept was given averaged about 2,250, representing an employ¬ 
ment of nearly 7,000 persons. So as to avoid competing in the local 
market only orders from outside the district were accepted. At 
first considerable difficulty was experienced in getting into touch 
with buyers. . Orders were accepted at very low rates, the Com¬ 
mittee suffering in this respect by reason of their lack of bargaining 
power. But over the whole period more orders have been received 
than can be fulfilled. 

The wagM paid to the weavers were at minimum rates, sufficient 
to ensure a minimum living income to steady workers. Such a 
worker could earn about Rs. 10 per month, but inferior workers 
frequently earned only Rs. 4. 

The work was very carefully supervised in order to ensure the 
delivery of the full quantity of cloth and to preserve a fair quality 
“ Cutting ” was rigorously enforced in case of defective quantity 
and quality. Viewed as a trading venture the Committee suffered 
from several handicaps. Their yarn was purchased through local 
Marwari middlemen, and therefore not at the lowest wholesale rates 
In selling the cloth they were obliged to take what prices they could 
get. Employment was given to many inferior weavers whose labour, 
even at the low rates, was relatively dear labour. On the other hand 
they gained by obtaining their capital without interest and from the 
fact that the demand price of cloth was above the normal peace 
price in consequence of the war. The net resuH is that the year’s 
trading on an outlay of Rs. 173,000 will show a loss of not more than 
four to five thousand rupees. If the yarn had been brought at the 
best wholesale rates even this loss would have been avoided. 

The experiment suggests irresistably the conclusion that, apart 
from famine, there exists a great opportunity for the extension of 
local industry by the substitution of an, efficient mafketting 
organization for the present system as conducted by the mahajans 
Further, such an organization would prove one of the best safeguards 
against the effects of famine upon local industry. If the advantages 
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of diversification of employment are to be obtained such an 
organization is essential. 

Turning to the work of public assistance under the ordinary 
forms of employment relief on earth works and of gratuitous relief 
in doles to the non-ablebodied several points of interest are 
suggested. 

Private enterprise, which had failed in the organization of the 
weavers’ labour and in that of the labourers on the ballast contract, 
failed also, in part, in the organization of the local grain supply. 
In normal seasons a considerable quantity of rice is exported from 
the district. In September 1915 the local stocks had fallen very low. 
But, although rice was selling at 6^ seers, the local grain dealers 
made little or no provision to import supplies from elsewhere. Only 
as the result of strong representation from the Collector were 
arrangements made for the import of Rangoon rice and other grains. 
These imports have since been maintained throughout the famine 
with the result that the local selling price has been kept at from 8 to 
9 seers. 

The method by which the public relief has been administered 
deserves special notice. The system prescribed by the famine Code 
has been departed from in favour of administration through the 
District Board and the panchayets. This has constituted an 
interesting experiment. It has certainly resulted in a large money 
saving on account of administration expenses. This and other 
points suggested by the famine experiences will be reserved for 
discussion in a second article when the system of relief has been 
closed and the accounts finally made up. 


C. J. HAMILTON. 



THE INDIAN WHEAT SCHEME." 


The war has been the occasion for many instances of Government 
interference with the normal workings of private business enterprise. 
The objects of this interference may be classified under four main 
heads—namely, (i) the maintenance of the medium of exchange; 
(ii) the control of labour; (iii) the organisation of a direct supply of 
Government requisites; and, (iv) the safeguard of the consumer, 
mainly by means of devices for limiting the operations of the 
“ dealer.” 

When the economic lessons of the war come to be fully examined 
it will probably be found that the experiments under the first and 
last of these heads will be of chief permanent interest. 

The most important act of “ interference ” taken by the State 
in India up to the present has been the prohibition of the private 
export of wheat, coupled with the working of the Government’s 
wheat purchase scheme. 

Now that the arrangements under the scheme have been con¬ 
cluded it may be well to put on record the main facts relating to it. 

It is important to bear in mind the nature of the problems which 
confronted Government in attempting to estimate the success with 
which they were handled. Action was primarily taken in the 
interests of the Indian wheat consumer. The shortage of the Indian 
crops in 1913-14, coupled with the high level of world prices, had 
resulted in an advance in the cost of wheat, in this country to rates 
much above the normal. If the advance was unchecked it was feared 
that serious economic distress, accompanied by social unrest, would 
HjflUlt. 
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Had this been the only consideration the mere prohibition of all 
wheat export would have been the most effective remedy. But in 
that event the redundancy of wheat in India might have so 
depressed prices as seriously to injure the profits of producers, 
leading to a reduction of wheat production in the future. To avoid 
this it was necessary to permit the export of such surplus as was 
represented in the difference between the available Indian supplies 
and the normal quantity of internal consumption. 

But here a third consideration had to be taken into account 
The cost of wheat in Britain was also rising fast. The chief causes 
assigned for this were the shortage of supplies, the scarcity of 
freight, and the operations of tlie grain dealers. It was desirable 
that such 8ur})lu8 as India could afford to export should go to relieve 
the British consumer. It was thus an important question how the 
surplus could be most effectively used for this purpose. A fourth 
problem remained —namely, that of acting with the least harmful 
consequences to those normally engaged in the private grain export 
trade. 

It is obvious that these four interests were not harmonious. 4 
practical solution therefore had to be sought in the best working 
compromise. The steps actually taken are a familiar matter of 
recent history. 

They began by the issue of a Government order on the 28th 
December, 1914, limiting the export of wheat between that date and 
Slst March, 1915, to 100,000 tons, the amount of wheat surplus 
estimated as available on a normal basis of Indian consumption. 
The permitted export, although apportioned by Government to 
different firms ‘was left to ordinary private enterprise. So far no 
action was taken, or decision j-eached, relative to the other elements 
of the problem as a whole. 

One the 15th February, 1915, Government issued a further order 
prohibiting the private export of wheat until the 31st December, a 
date subsequently extended to 31st March, 1916. Shortly after 
wards it put into operation the scheme by which it directly undertook 
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the purchase of grain for export, the responsibility for freight 
arrangements by means of direct chartering, and the marketting of 
the grain in Britain. The scheme, as a whole, was intended as a 
solution of the various more or less conflicting interests referred to. 

Without attempting to examine its working in detail it is worth 
while briefly considering how far it was successful in achieving the 
objects in view. 

The paramount object was undoubtedly the reduction of wheat 
prices to the Indian consumer. 

From the nature of the case it. is impossible to determine with 
any precision the extent to which the Government action influenced 
prices, because it is impossible to s<iy what the prices would have 
been in the absence of interference. Nevertheless an examination 
of the available facts suggest* certain tentative conclusions. 
Government first took action by the issue of the order on 28tn 
December, 1914. The normal course of wheat prices in India 
is for a gradual rise to take jilace from the end of August 
until the beginning of November when, with the exception of a 
temporary fall occurring in December, a fairly stable level is main¬ 
tained with only a slight advancing tendency until the end of March. 
With the appearance of the new crops, prices fall fairly sharply 
until the middle of June, when they bt'gin to rise again to their 
August level. 

In 1914, the wheat crop, e.stimated at 8,427,000 tons, was the 
lowest on record since 1908-09. The yield of other food grains 
was still further below normal. Taking into account the fact that 
the Indian consumption of wheat has been steadily increasing in 
recent years, a rise in price was to be expected as the result of 
shortage of supply, apart from the exceptional influences due to 
the war. In July, before war had broken out, prices were well 
above normal. But between the end of September and the end of 
November the advance was rapid. Thus prices at Lahore were 
fOJ seers on 1st October and 8 seers on 30th November. From then 
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until towards the end of December they followed the normal 
experience of maintaining a stable level. But this level was so high 
as to approximate to the prices associated with famine conditions. 
The hardship to consumers was in many districts great. Pressure 
was put upon Government to devise a remedy and thus on 28th 
December they limited the export of wheat until 31st March to 
100,000 tons. This figure was supposed to represent the surplus avail¬ 
able for export after allowing for the requirements for local consump¬ 
tion, although it is difficult to see on what calculation any such avail¬ 
able surplus could be arrived at, taking the high prices and known 
shortage of stocks into account. There is no doubt that the bogey 
“ speculation ” was given exaggerated importance as a factor in the 
rise of prices. It was thought by many that the much belaboured 
“ dealer " was buying and holding with a view to large profits on 
the London market Had any large stock of wheat really been so 
held, the limitation o^' export until such time as the new crop was 
marketted, a crop expected to be very large, must have caused that 
wheat to be thrown on the Indian market, with a resulting drop 
in prices. The facts were in complete opposition to this theory. 
Prices, instead of falling on the issue of the Government Order, rose, 
and continued to rise sharply until the 15th February, 1915 The 
price of wheat at Lahore on 31st December was 8 seers; on the 15th 
February it was fij seers. There is little doubt that at these prices 
the export of 1914 wheat between December 1914 and March 1915, 
would have been small even under the ordinary conditions of free 
trade. The high prices were caused primarily, not by speculative 
buying for export but by the competition of consumers in India, 
who were, speaking broadly, well supplied with purchasing power, 
for a short supply. Having failed to effect a reduction of prices 
for 1914 wheat, the Government had to face the problem of prices 
in 1916-16. This crop was expected to be a plentiful one, showing 
a probable surplus available for export of some 2,000,000 tons. 

In the spring of 1915, apprehension was freely expressed that 
speculative forces would succeed in imposing a oontinuanoe of very 



The Indian Wheat Scheme 


high prices on the Londonmarket, even after the new crops were 
available. In that event abnormal exports from India, despite the 
large crop, might result in a continued shortage for Indian consump¬ 
tion with the attendant hardship of famine prices. 

The Government thus took action to prevent such an occurrence 
by the issue of the order of 15th February, 1916. 

What was the result of this action on Indian prices ? 
It is difficult to resist the conclusion from an examination 
of the price statistics of 1915 and a comparison between 
them and the course of normal price movements that the 
net gain to the Indian consumer was not very great. Probably 
a fall in price occurred a little earlier and probably the fall 
was somewhat greater than would otherwise have been the case. 
Immediately on the announcement that private export was prohi 
bited prices fell. Between then and the middle of March there was 
a fall amounting to less than a seer per rupee. When it was known 
that Government was itself entering the market as a buyer prices 
hardened again. In the Delhi and Meerut markets they returned 
almost to their mid-February level. Thus apart from this short 
period fall the general trend of prices was towards the maintenance 
of the same level between the end of January and the middle of 
March. This, as already stated, is the normal experience. A little 
later than usual, probably because of the Government purchases at 
high prices, the normal fall, due to the advent of the new crop, set in 
and continued until the middle of May. The Government action no 
doubt caused this fall to be somewhat sharper than it otherwise 
would have been. 

But the significant fact was that the range of very high prices 
on the London market was very short lived. Indian wheat during 
May was sold at from Rs. 66 to Rs. 69 per quarter. By the 
middle of June it was sold at an average price of Rs. 55 and by 
the end of June wheat could not be purchased by the Government 
and add in London at a profit. 
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Heace, the opportunity for large speculative buying for export 
proved to be a myth. By as much as Government succeeded in 
depressing prices, by so much was their opportunity for profitable 
export increased. Despite this they only exported some 700,000 
tons up to the end of August as against a contemplated surplus 
available for export of 2,000,000 tons. Inasmuch as Government 
had the advantage of cheaper freights than were available under 
private trade their facilities for export were greater than would 
have been enjoyed under ordinary conditions. The profit on their 
transactions was in round figures, £130,000, yielding less than 4 per 
cent, on their turnover. 

The conclusion is inevitably suggested that had the trade been 
left to private enterprise price movements in India would have been 
substantially the same as they were except that the fluctuations 
would have been smoother and the oscillations in February—March 
might not have occurred. 

As regards the British consumer there was a gain arising in two 
ways. The early Indian exports were all directed to the British 
market and, as already remarked, caused a rapid break in prices. 
This concentration of the exports wheat could have been obtained 
without direct trading on the part of Government. But Govern¬ 
ment succeeded in obtaining freight more cheaply than private 
traders could have done. By so much the British consumer was 
the gainer. 

The question has been asked whether the limitation of Indian 
export could not have been effected while the transaction of that 
export was left t« the ordinary organisation of private trade. If 
the principal object of Government was to secure the War profit 
resulting from its own action in divorcing Indian from world prices 
for wheat, it may be remarked that a greater revenue would have 
resulted from the imposition of a 5 per cent, export duty, supposing 
the quantities exported had been unchanged, while leaving the 
export to private enterprise, than was actually realised. But the 
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chief reason put forward in justification of Government trading 
was the difficulty of mating freight arrangements. 

It is not clear that this difficulty was insurmountable. At the 
same time direct action appeared to simplify the problem and it at 
least seems to have inflicted little hardship on the ordinary business 
interests. 

Certainly it is agreed that, su})posing direct trading to have 
been necessary, it was extremely well administered. 

C. J. HAMILTON. 



CURRENT TOPICS. 


THE INDIAN TARIFF AOT, 1016. 

The problem of obtaining an increase of Indian Revenue is likely 
to become an urgent one in the course of the next few years. 
Demands for a forward policy in respect of Industrial Development, 
Sanitation, Education, etc., are frequently urged. There is little 
doubt that the activity of the State in India must increase in all 
these respects. But the inevitable accompaniment of greater 
activity is an increased expenditure. How best to secure the 
requisite addition to public revenue is the central question of Indian 
public finance. 

Meanwhile the present year is marked by a step in this direction 
taken along the lines of the existing tax system. 

The Indian Tariff Act of 1916 effects the following principal 
changes in the Tariff as previously enforced under the Act of 1894. 
The general rate of ’mport duty is raised from 5 to 7^ per cent. 
ad valorem. The rate on certain descriptions of Iron and Steel is 
raised from 1 to per cent. Certain articles, previously duty free, 
are made taxable. The duty on sugar is advanced from 5 to 10 
per cent. Certain luxuries such as beer, spirits, and tobacco are 
made subject ta important advances of duty. 

Export duties at low rates are for the first time levied on jute 
and tea. 

The new Tariff has been blessed or banned, according to the 
point of view, as an example of the ‘‘ New Protectionism ” of the 
present administration. Lord Hardinge’s reference to a “broad 
reconsideration of the fiscal interests of India from a new angle of 
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viuon ” is taken to signify approval of a departure from Free Trade 
principles. The passage in Sir W. Meyer’s Budget Speech in 
which he states that “ the Government of India have not failed to 
^ represent their view that there should be a material increase in the 
cotton import duties, while the Cotton Excise. . . . should be 
left unenhanoed, subject to the possibility of its being altogether 
abolished ” is quoted in the same sense. The real change that is 
coming about, in India as in Britain, is not so much a departure 
from the principles of Free Trade as a recognition of the danger 
of being too rigidly bound by any one set of principles at all. In 
India a tariff must be productive of revenue primarily. But it also 
has certain reactions on the condition of Indian industry. If, in 
place of a uniform revenue tariff of entirely undiscriminating 
character, discrimination is made so as to take account of such 
reactions the change indicates a practical advance in financial 
policy. 


THE ALLIED ECOMOMIC CONFERENCE. 

Questions affecting the economic relations of nations after the war 
are not only being discussed very freely in the press but have been 
the subject of official consideration in several countries. In Japan 
the organisation of commerce and industry is being thoroughly 
overhauled and the policy of the State in relation to Trade reviewed 
with the object of preparing to make good in the post-war period 
the gains she has made since war broke out. The Central European 
Powers are credited with having already devised extensive measures 
whereby they may combine for purposes of economic attack and 
defence after the conclusion of peace. The Allies have held an 
Economic Conference in Paris for the purpose of “ givings practical 
expression to their solidarity of views and interests, and proposing 
to their respective Governments the appropriate measures for 
realising this solidarity.” 
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In the discussions about post-war economic policy three different 
aims are noticeable. The primary object of some is to compass the 
economic ruin of Germany. It hardly seems necessary to discuss 
this position either from the standpoint of morality or self-interest.. 
It is sufficient to say that it is absurd. The second object is to 
devise means of resisting a German Economic Invasion, a mighty 
campaign of dumping, by means of which the capture of the 
markets of the world is to be carried out. Under this head several 
different things need to be distinguished. If Germany has to pay 
an indemnity, large or small, it will have to be paid by means of 
German commodities delivered to her conquerors. Inevitably those 
commodities, determined as to their nature by the play of inter¬ 
national values, will be “ cheap ” in the markets to which they are 
consigned and may come into effective competition with similar 
goods now produced in the various allied countries. Germany 
herself experienced this kind of economic invasion after the war 
of 1870. 

Indemnity or no, Germany will again become a large importer 
after the war and German goods will find their way into the world’s 
markets so long as she can find people to sell goods to her. There 
is, however, a distinct idea, sometimes discussed under the head of 
the economic invasion. An effect of the war will certainly be to 
expand very materially the conception of those industries necessary 
to national safety. Formerly they were generally limited to the 
production of munitions of war and their accessories. “ National 
Safety ” is now coming to mean not only physical safety but 
economic safety. Thus the Paris Conference, in discussing 
“ permanent measures of mutual assistance and collaboration ” 
resolve^ that “ the Allies depide to take the necessary steps without 
delay to render themselves independent of the enemy countries in 
so far as regards the raw materials and manufactured articles 
essential to the normal development of their economic activities.” 

Probably the key to the significance of this passage is to be 
found in the words “ necessary to normal development.” An older 
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generation would have said “natural” development—in other 
words development in accordance with relative advantage in 
materials, men, and money. If so, while the term normal in no 
way excludes the use of new and more eflScient methods of organi¬ 
sation, it would certainly exclude any extensive recourse to artificial 
methods of bolstering up “ unnatural ” trade. It would, however, 
quite reasonably include measures necessary to prevent the acquisi¬ 
tion by foreigners of property rights in mineral deposits or of 
monopoly control of important industries such as that of dyeing. 

As regards the fear of a vast campaign of dumping in the 
proper sense of the word, that is selling below cost of production, 
it is sufficient to point out that, while some dumping occurs in all 
countries in most trades from time to time, it is only possible on a 
very large scale if there is willingness to sacrifice large present 
capital outlay in the hope of a problematical future gain. Germany 
after the war is not likely to be willing to increase its immediate 
capital liabilities. 

The third subject mainly discussed under the head of Post-War 
Economies is that of a Tariff Union for the Allies. Some step in 
this direction is foreshadowed in the terms of the Paris resolutions, 
but it is of a very moderate character and negative rather than 
positive in effect. The Conference laid down that “ the benefit of 
most favoured nation treatment shall not be granted to enemy 
powers during a number of years.” 

INDIAN RAILWAYS. 

The Government of India issued in June a circular letter to various 
trading bodies seeking their views on the comparative advantages 
of private and State management of Railways in India. 

The chief points upon which informaition was sought were the 
relative advantage of the two systems in respect of [a) promptitude 
of despatch and delivery; (b) rates; (c) in the manner of dealing 
'with complaints; (d) in the pare and handling of goods; (e) in the 
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matter of passenger traffic. The Calcutta Chamber of ComiMcce 
has given its verdict, in its reply of 18th October, in favour of 
company management in each of these respects. 

Major Hepper, R.E., President of the Railway Ccmferenoe, has 
protested against the reference to the Chambers of Commerce as 
being made on unduly narrow grounds. In his opinitm the question 
must be decided on general, political and financial grounds. In this 
connection it is of interest to recall the opinions of certain leading 
French economists who hold that it is precisely on these grounds 
that, in France, private management is to be preferred to public. 

THE STATE AND THE WHEAT TRADE. 

The British Government have announced their intention of at 
once creating a Royal C'ommission for the purpose of conducting 
the whole of the Wheat import trade into the United Kingdom. 

In the absence of detailed information, it would appear that 
two main reasons are put forward as rendering such action neces¬ 
sary— viz., (1) the present unwillingness of private traders to under¬ 
take the risks of forward wheat buying—(2) the desirability of 
arranging an international agreement between Britain and her 
Allies for the purchase of wheat in order to eliminate the enhance¬ 
ment of prices by competition. 


MADRAS NOTES. 

Dr. Gilbert Slater, Professor of Indian Economics, arrived in 
Madras on 20th December 1915, at the beginning of the College 
holidays. It was not until the Senate Meeting held on Friday and 
Saturday; 3rd and 4th March, that his duties were defined in the 
following terms:— 

It shall be the duty of the Professor of Indian Economics:— 

1. to enquire into actual economic conditions in the Madras 
Presidency and in the Native States within the terri¬ 
torial jurisdiction of the University; 
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2. to enquire into tfae eoonomic history of the same area with 

special reference to the interpretation of present day 
facte and the forecasting of future tendencies; 

3. to stimulate interest in eoonomic studies and to enlist the 

help of Indian students in the above enquiries and to 
supervise their work; 

4. to undertake the instruction of Honours students in some 

specific portion of the Honours course in Economics. 

Meanwhile the Processor had begun a short course of lectures 
in the Senate House. His Excellency the Governor Lord Pentland 
took the chair at the inaugural address on 8th February. A con¬ 
siderable number of students have undertaken to carry through 
economic research during the vacation in their native towns or 
villages on lines laid down by the Professor with the object of faci¬ 
litating the co-ordination of the results reached. 


Madras boasts of an Economic Association of many years 
standing, originally founded by Sir Theodore Morison, and now 
presided over by Sir Harold Stuart. The only meeting since 
Christmas was held on 9th March, to hear a paper by Mr. T. K. 
Duraiswami Aiyar, M.A., Assistant Professor of History in the 
Presidency Coli^, on “ Foreign Capital in India.” It was an 
attempt primarily to estimate the value to India of investments of 
British capital in the country, and the possibility of more largely 
supplementing capital obtained from abroad by ampler use of 
India’s own capital. The discussion largely turned on the invest¬ 
ment of British capital in Indian Bailways. But while the lecturer 
claimed that the Railways besides conferring great benefits upon the 
country, showed a large profit, over and above the interest paid, 
which was already sufficient to wipe out thfe losses during the period 
of development, some Indian speakers reproduced the criticism on 
Indian Railway policy of the late Mr. R. C. Dutt, and advocated a 
cessation of railway extension. 
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The policy of the Government of Madras with r^rd to the 
development of Industries does not seem to be completely defined. 
Hitherto one of the most important of the activities of the Director 
of Industries has been the encouragement to land-owners in suitable 
circumstances to invest in pumping machinery. This sphere of 
activity is to be transferred to the Department of the Director of 
Agriculture. For a considerable period a good deal of effort has 
been devoted towards encouraging hand loom weavers to invest In 
improved looms and to form Co-operative Societies among themselves 
both for this purpose and in order to improve the commercial condi¬ 
tions under which they carry on their craft. There has recently 
arrived from England a student of the weaving caste who has spent 
five years in Lancashire, partly in the Manchester University and 
partly in the Burnley Mills, who hopes to be able to teach the weavers 
how to make modifications in the country loom which will ap¬ 
proximate it to the Jacquard loom and enable much finer goods to be 
produced. Experiments were also being made in the industries of 
pencil, glass and button manufacture. ' Sir Frederick Nicholson, 
whose efforts for the improvement of the fishing industry incidentally 
resulted in the discovery that fish oil has peculiar value for appli¬ 
cation to fruit trees to keep off certain forms of insect pests, also 
hopes shortly to commence the manufacture of soap on a consider¬ 
able scale. He further advocates soap-making on somewhat 
primitive lines as a village industry. Another suggestion for a new 
industry which is regarded as suitable for further development in 
Madras is that of tin making, already carried on as a subsidiary 
industry by the Standard Oil Company. Attention is also being paid 
to the iron deposits of the Salem District which were worked between 
the years 1830 and 1864 by the East India Iron and Steel Companv 
founded by Josiah Marshall Heath. The various projects which 
are under consideration for developing the water power of the 
Bouthem part of the Presidency may have an important bearing upon 
the prospects of this industry. 
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APPOINTMENTS IN BOMBAY. 

Mr. Hiralal Lallubhai Kaji, M.A., B.Sc., has been appointed 
temporary lecturer in Geography at the Sydenham College of 
Commerce and Economics, Bombay. 

Mr. At R. Bumett-Hurst, B.Sc. (Econ.), F.S.S., has been 
appointed to the Wadia Professorship of Statistics and Indian 
Economics at the Sydenham College of Commerce and Economics, 
Bombay. In connection with this appointment, a department of 
statistics has been formed at the college. Apart from the ordinary 
degree course and special courses of lectures, definite statistical 
enquiries are to be undertaken in Bombay and other parts of India. 

At a recent meeting of the Senate of the University of Bombay 
it was decided to refer back to the Syndicate the question of the 
appointment of a University Professor of Economics. 



OFFICIAL PAPERS. 

The following official publications having economic interest hare 
been received:— 


1. BENGAL. 

Annual Report of the working of the Indian Factories Act. 

The Report shows a steady increase in the number of factories subject to 
control. In 1914 the total was 442; in 1916 it was 447. The total daily 
number of operatives employed rose from 385,980 in 1914 to 412,255 in 1915. 

The Report calls attention to the defective sanitaiy arrani^meiits at some 
of the large factories of this province. It also states that a considierable 
number of instances have been discovered where the safeguarding of dangerous 
machinery has been neglected. The number of accidents occurring appears 
to be increasing. In 1912 it was 35 per 100 operatives employed. In 1916 
it was *44 per 100. This figure is very low compared with other provinces. 

Report on the Maritime Trade of Bengal for the year 1915-16. 

The total trade, measured ip values, for 1916-16, showed an increase of 
7 iier cent, over 1914-15 and was above the average for the five years ending 
1912-13. 

In foreign trade exports increased by Bs. 4-72 crores, or 8 per cent, while 
im|K)rts decreased by Rs. 4 72 crorcs or 8 i^er cent. 

The export of jute and jute manufactures amounted to 60 per cent, of 
ilie total exmirts troin Calcutiu- 

Tlie following passage on the Administration of the Indian Merchandise^ 
Marks Act is significant. ‘‘ There were 638 cases of infringement during the 
year as against 300 cases in the previous year. The increase in number is 
<diie^ due to the large imports of goods from Jajmn.” 

The decline of imjJoHs, together with the diminislied export of rice, 
occasioned a decline of net revenue from customs duty amounting to 
Rs. 28 06 lakhs. 


2. MADRAS. 

Report on the Administration tor 1914-15. 

Annual Rewrt of the >Vorking of the Co-operative Societies Act, 1914-15. 
Report of the Department of Agriculture, 1914-15. 

Report on the Settlement of Land Revenue, 1914-15. 

3. CENTRAL PROVINCES. 

Report on the Administration for 1914-15. 

Report on the Working of Co-operative Societies for 1914-15. 
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Report on the Department of Agriculture for 1914-15. 

Import on Revenue Administration for 1914-15. 

Report of Rail-home Traffic for 1914-15. 

3. UNITED PROVINCES. 

Report on the Working of Co-operative Societies for 1914-15. 
Proceedings of the Seventh Co-operative Conference. 

Report on Forest Administration, 1914-15. 

4. BOMBAY. 

Report on the Administration for 1914-15. 

Report of Department of Agriculture for 1914-15. 

Annual Statement of Trade and Navigation for 1914-15. 

Report of Sea-borne Trade for 1915-16. 

Proceedings of the Poona Co-operative Conference. 

Report of the Forest Circles for 1914-15. 

Report on Land Revenue Administration for 1914-15. 

Income Tax Report for 1916-16. 

Annual Factory Report for 1914-15. 

5. GOVERNMENT OF INDIA. 

List of Factories and other large industries in India in 1913-14. 
Report on the Operations of tlie Currency Department for 1915-16. 
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SOME ASPECTS OF THE TABIFF QUESTION.— By Peof. F. W. 

Taussig (Harvard University Press). 

FREE TRADE AND PROTECTION IN HOLLAND.— By De. A, Heeinoa 
(T. Fisher Unwin). 

LA POLITIQUE DOUANIERE DE LA FRANCE.— By M. M. Augibe and 

Maevaud (Paris; Librairie F41ix Alcan). 

All tariff history shows that protectionist movements have followed in the 
wake of great wars. The present struggle has already aroused a strong 
protectionist agitation in many countries. It may, therefore, not be unreason¬ 
able to review some works narrating the effects of protection in different 
countries. Whatever promises protection may hold out its fin^ justification 
must be found in its results; and by their fruits we know all things. 

Professor Taussig has been considered by far the most eminent among 
the historians of tariffs; but however great was his former reputation, the 
present volume is sure to enhance it. His new work has many brilliant 
aspects, and one of the most important of them is the method employed. It 
is a commonplace of Economic Science that a combination of Deductive and 
Inductive methods is the most fruitful. But it requires a great master to 
introduce the method into a new field and to provide it with classical prece¬ 
dents and models. For three decades Professor Taussig has been working 
out a wonderful combination of deductive logic with statistical and historical 
material. “ A long step forward must first be taken by deduction alone— 
that is by reasoning from premises established through very simple observ¬ 
ation. But thereafter both laborious digging at the facts and their critical 
inteipretation in the light of familiar premises must proceed side by side.’’ 

It is pertinent to ask how far the present volume goes to support the 
general and practical contention of the Protectionist. Facile generalisations 
in Economics, are, as Professor Taussig says, to be avoided and suspected. 
But thero is one generalization which is the main result of Taussig's 
researches which is of the very essence of his teaching and which he loves to 
repeat in different shapes. This is to the effect that the external conimercial 
policy of a nation is the least among the impelling causes of progress, 
‘‘Whether or not the tariff system is radically altered, the economic and 
political problems of the future will be much the same—great social 
problems, that will dominate the public life of the country for generations 
to come/’ 
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; We are also told that though protection may not have led to stagnation 
in some branches of American industry, still 'Mack of progress under a 
rigid protective system seems to be discernible in some branches of the woolen 
manufactures; and beyond question still others could be adduced.’’ In a 
country of such vast enterprise, invention and material resources as America, 
Protection m^ht not have done much evil, but in the case of less stalwart 
nations the result might be different. In the case of France Taussig shows 
that stagnation has been caused by Protection. Generally it might be said 
that the amount of evil done by Protections varies with national psychology; 
the less energetic and enterprising a nation is, the more will Protection 
harm it. 

How are we to interpret the "successes” attributed to ProtectionP 
Professor Taussig would have done well to have repeated in the present work 
the interpretation which he has put on these "successes” in his other 
writings. He observes elsewhere: "The protective policy of the United 
States has had unexpected successes and surprising failures. By successes 
here I mean that sometimes duties have brought about a considerable deve* 
lopment qf the protected industry; while by failures, I would describe those 
cases in which there has been an absence of such development. It need not 
be repeated that success or failure in this sense does not neces^ 
sarily imply advantage or disadvantage to the community at large: it indicates 
only whether the immediate object in view has been attained by the protective 
measures.” (The italics are ours). Referring to the introduction of silk 
manufactures in the United States Taussig goes on to say: " But such 

exceptions serve here, as they do in all scientific investigations, to bring out 
the foundation of a general rule rather than to modify it. In the present 
case, they suggest a more careful analysis of the causes of comparative 
advantages in different countries, but do not affect the doctrine that these 
advantages determine the sort of trade and division of labour that will take 
place between them. Such phenomena as have been described in the preced¬ 
ing pages still reduce themselves in the last analysis, to illustrations of the 
doctnne of comparative costs. 

And even of such "successes,” how many has America scored after 
unremitted experiments in Protection for more than a century and a quarter, 
and under the most favourable circumstances—an enormous home market, 
vast and virgin natural resources, great efficiency of labour, and great skill 
among the entrepreneur? On the American progress in iron and steel. 
Protection has exercised but little influence; "the history of American iron 
trade after 1870 thus came to be in no small part a history qf transportation,” 
and, " the protective system can claim no credit for this development of 
transportation.” In the case of copper too, " the tariff in reality was of little 
consequence. The extraordinaipr progress of the industry was obviously due 
to the discovery and exploitation of the great natural resources.” The 
duties on sugar have caused America to pay a large tribute to Hawarian and 
other sugar planters. In the case of the silk manufacture, "there has been 
at least some approach to a successful application of protection to Young 
Industries;” and no more can be said of the tin plate industry. "It is 
difficult to see any ground for the main^nance of duties upon wool, except 
that of extreme and even fanatical protectionism;” and protection has left wool 
manufacture "in a doubtful condition.” Good progress can be traced ip 
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one branch. “No doubt during the earlier stages the extreme protection 
whicjli was extended to worsted under the compensating system gave a sp^ial 
impetus, and caused some manutacturers to reap unusually large profits, 
ihit tile continued growth and eventual predominance of this branch indicates 
that, even though stimulated by the tariff and perhaps steadily dependent 
on the tariff lor existence, the protective system alone could not account for 
lis position relatively to the other branch. “ In the case of cotton, even this 
modified success has not rewarded the long sustained efforts of Protection. 
We thus see that the list of the “ successesof Protection is a sufficiently 
modest one. Contrasting this with the huge and complicated tariff schedules 
of America, we can judge adequately of the results of Protection. 

But another important deduction has to be made even from 
this record of Protectionist successes. At page 22 Taussig gives 
the list of such successes and significantly adds the words “if 
eventual independence has been achieved. “ The Young Industries 
argument may be logically perfect, and of late has been theoretically extended, 
but its soundness has never yet been brought to a practical test. There are 
two tests of its success, as Taussig observes, a preliminary test consists in the 
fall of domestic price relatively to the foreign price. But far more 
important is the final test of removing import duties and seeing if the 
“matured industry “ can maintain itself unaided. The protected manufac¬ 
turers maj^—and do—boast of their great achievements, but the prospect ot 
loreign competition at once unnerves them. A former Queen of Naples used 
to say of her troops: “ You may clothe them in white, red or green; but one 
thing they aie sure to do—they will run.“ Similarly, whether the argument 
lor protection be put in the old fashioned words of Mill or in the more 
fashionable and new garb of the “Young Industries Argument,*' the 
protected producers can never be brought to face, on anything like equal 
terms, their foreign competitors. As Taussing observes: “In the same 
breath we are tild that prices have been brought down and a flourishing 
industry has been brought to maturity,—and also that duties must by no 
means be touched." These apprehensions might in some case be caused not 
so much by inefficiency as by nervousness. But if Protection is the cause, 
not only of other evils, but also of a general state of industrial neurasthenia 
and demoralization, so much the worse for it. 

We may linger for a moment to admire the theoretical beauty of the 
first chapter of Taussig’s book. A few years ago. Dr. Marshall—the doyen 
of English econoniists-~favoured us with a magnificent disquisition on the 
relations of import duties and prices. The same road is now being trodden 
again by another master of theory. The levy of a duty may have several 
kinds of mfluence 6n prices. In the first place it may have no influence on 
prices; this is the case of a wanton and unnecessary protection. In the second 
case the price might rise by the full amount of the duty; and here impoiH;s 
must continue. The third case is when the duty raises prices but by less 
than its own height. Here one would expect that the duty will divide the 
market between the domestic and the foreign producer. That, however, 
does not always happen~at least not in the case of manufactured goods. 
With regard to them it is stated that, “a duty on a manufactured product 
commonly is either so high os to keep out all imports, or so low as to admit 
all and thus to be in efect merely a revenue duty." To this important 



dictum there are, however, a couple of exceptions which are noted later. 
The question of the continuation of imports is admirably handled and it is 
shown what other circumstances, besides ihe rise of price due to a duty 
might lead to that phenomenon. 

A far more controversial point is approached when the discussion turns 
on the tax'^ispect of import duties. Theoretically it can of course be 
maintained that, in the case of Diminishing Returns prevailing abroad 
import duties might not fonn a tax on the domestic producer. But, 
practically, Taussig adds the weight of his authority to the view of the oU 
English Economist who argued that the com laws were a tax on the domestic 
producer; for ‘‘it is much more probable that the conditions of diminishing 
returns will be found for a domestic supply than for a foreign supply.” 
Even so the case for the older economists is, if anything understated. When 
increasing returns are to be found abroad, an import duty will harm both the 
domestic consumers and the foreign producers. 

Perhaps in a future edition. Professor Taussig will throw more light on 
a new aspect of the question which is now being studied. Some writers haVe 
begun to draw attention to the tact that domestic prices of an article are 
multiple. It is a pure assumption to make that an article has only one price 
in a country. As a matter of fact, if only on account of the (‘ost of tramspor- 
tation such a unity of national price is not possible. Producers pi ices and 
consumeis’ prices, too are not identical and might not move together 
automatically. Moreover, even the same producer frequently sells different 
portions of an identical product at different prices in different markets. On 
the basis of these facts an effort has been made to find some sort of justifica¬ 
tion for protection. In the tnie sense of the word, a “ scientific ” tariff is, it 
is admitted a chimera; but, it is argued, protection might be so devised that 
it can raise producer’s prices, and thus encourage pioduction, without 
increasing consumer’s prices. 

To this train of reasoning the reply might be made that it is difficult 
to conceive a rise of producer’s prices which should leave consumer’s prices 
unaffected. There are a great number of ways in which if producer’s prices 
rise the middlemen will be quite able to shift the extra burden on the 
consumers; and, in any case, why should ihey consent io bear the burden 
themselves? The consumers are bound to bear a fair share of the increased 
prices unless we assume that their demand is perfectly elastic, which is a 
practical impossibility. Even if the adjustment could not he brought about by 
any change of prices, an equivalent shifting of Ihe burden from Ihe middle¬ 
men might be effected by variations in qualify: in those cases where there 
is a set. But even supposing a tariff can be revised so as to throw its burden 
on middlemen, it would imply a considerable reduction of the National 
Dividend and a decrease of consumer’s surplus so far as the middlemen are 
concerned. The burden of the tariff might be conceivably shifted further. 
Suppose the middleman is a retailer of several articles which may so far he 
treated as joint products, and one of these joint products is protected bv a 
tariff. If the middleman cannot for some reason raise the price of that 
article, he might raise the price of some other article in which he deals. The 
burden of the tariff is thus shifted only from one consumer to another. We 
thus see that the new argument for protection based on multiplicity of prices 
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is no more invulnerable than the old arguments. Still, we H^buld have liked 
to obtain Professor Taussig’s view as to its validity. 

The present volume of Taussig is in a sense an expansion the chapter 
on Some Aspects of the Tariff Question ” which appeared at the end of the 
third and fourth editions of his ** Tariff History of the United Sthbes.” The 
study of Comparative Costs which was begun there has been exphhde 1 into 
the Third Chapter of his present book. The doctrine of compaihttve cost 
is presented not in terms of real sacrifice and pain cost, but in terms Of prices, 
profits and wages. The most important causes of comparative adttnt^e 
are, efficiency of labour, rich natural resources, mechanical ingenuit]^, skill 
in organisation and management, and large scale production. These fhttors 
are of far more importance than protection or dumping. As TaUisig 
observed in his older book: ''It seems clear that the phases of our econ(^io 
history which have been examined in the preeding pages, can be explained 
at bottom only on the theoi^ of comparative costs, which as I venture to 
assert even at the risk of being thought magniloquent, sounds the depths Oi 
the international trade of the United States.” 

Taussig’s is the most recent study of the effects of Tariffs on Trusts, 
and its results are interesting. He agrees with the view that the Tariff is 
the mother df some Trusts. A great many Trusts are not the progeny of 
the Tai^, and others still outgrow the leading strings, since " domestic 
competition did set in and brought the profits and prices much below the level 
which full exploitation of Tanff would have caused.” ''Surveying the 
course of events in the three industries for which the connection between 
protection and combination has been considered—steel rails, tin plates and 
sugar refining—the outcome cannot be said to confirm the doctrine that the 
tariff nurtures monopolies permanently.” In spite of this, however, Taussig 
lays down the dictum that "there is here no small charge in the debit 
account against protection,” for it has undoubtedly afforded temptations for 
the formation of Trusts and has made it easier for combinations to raise 
prices and to secure abnormal profits. Only the Tariff is not to be credited 
with being a parent on such a large scale as some have supposed. Two other 
points might have been noticed in the chapter. It might have been said that 
if Trusts are the children of the Tariff, they are very dutiful children. In 
Taussig’s "Tariff History” we often find that combinations have done their 
best to prop up the Tariffs. The energies of the Sugar Trust, in jmrticular 
have biMn strenuously exerted in that direction. "The infiuence of the 
Sugar Trust in the Senate had long been great. How secured, whether 
through party contributions, entangling alliance, or coarse bribery, the 
public could not know; but certainly great, as the course of legislation in 
that bo^ demonstrated.” The refiex influence of Tariffs on the formation 
of comoinations in Free Trade countries might also have been noticed. 
These points would have surely contributed to show how close the connection 
between Protection and Combination is—it is a manifold and complicated 
relationship. 

With unanswerable logic, Professor Taussig has dealt with the reason** 
ing which seeks to justify the ways of dumping. " The reasoning is 
cmcious but not tenable. All these same desirable results would be attamed 
if the reduction in price werq. made to favoured domestic purchasers, not 
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merely to fomgners." Countervailing duties are lellv justified when they 
are levied against spnaradic dumping. There is tenahle ground for arguing 
that Great Britain, in causing their (bounties) to be stamped out, acted not 
only in the interest of the much-abused consumers of sugar on the 
Continent, but in the permanent interests of her own industrial organization/* 
As for continuous dumping, it must be based on quasi-monopoly or complete 
monopoly. jE'or such dumping, one of the necessary conditions is Prote<s 
tion. ‘‘If there are protective duties or other factors within the country 
(such as advantages of location) which prevent competition from forei^fners, 
a higher price mav be got by the monopolist at home than is secured in the 
forei^ market where compkition operates without restriction.** 

We mi^ht now examine Dr. Heringa’s instructive work on Free Trade 
and Protection in Holland. As a staunch free trader Dr. Heringa glories in 
the fact that Holland has on three occasions rejected proposed Protectionist 
policies. His book is meant to be a memorial of this thrice-repeated contest 
between the advocates and the adversaries of the Free-Trade system. Holland 
has had ample experience of Protection stretching from 1816 to 1875. The 
experiment was forced upon Holland where opinion was in favour of Free 
Trade by the Belgians who were then forming a part of the Dutch Kingdom. 
It was under the influence of the German business men that Holland declared 
for Protection. Belgium had profited by the exclusion of English goods from 
Europe during the Continental Blockade and was eager for protection. 
Holland had to pay the price and its Government declared in 1821 that “the 
high duties existing till now for the protection of Dutch industry have 
brought no profit and that they were only an incitement for smuggling.** 
It a&ed that “ when the interests of the people were sacrificed to the special 
interest, it was only to restore a hateful system of monopoly in behalf of 
special persons.*’ The Government thus concluded its description of the 
Protectionist policy. “ If some manufactories should nol be able to exist 
with the maximum of 6 per cent., then it seemed desirable that the invested 
capital, which worked with loss, should be better used in other industries.** 
The revenue of the Government decreased by about 20 per cent. Mr. 
Smissaert observes that Protection failed to raise up our trade again; 
commercial men denounced the fetters imposed upon them by the system; 
the disasters which ensued were the cause of its abolition.** The Infant 
industry argument found no illustration in Holland; and what was worse, 
industries iT^ich had been flourishing of old began to decline in consequence 
of the decrease of trade and navigation. A regwU of com laws was 
established which proved as mischievous as the English Com Law system. 

By 18^ Holland had to reduce her import duties and to abolish her 
export duties. But in 1849 we find that Dutch Government growing 
impatient of even this low tariff and declaring, that the want of measures 
leading to free trade was evident. From lo50 to 1862 there was a period 
during which the duties were gradually reduced. In 1875 the Government 
laid down the view “ that the leading principle should be the abolition of all 
barriers to foreign trade and navigation.** By 1877 Holland had a purely 
fiscal tariff and did away with Protection entirely. What is more remarkable 
is that Holland got rid of her tariff, just when the great continental nations 
^tered on the path of Protection. It has been, so to say, swimming against 
the stream and with great advantage to itself. The success of Free-nade 
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Vvanee in ^eral nATig^tion htm liilan, iwui 96 fi per cent* ^ W fOmk' 
either the premimne giren on OQiMlr«oti(m oi fthipA m 

4 ur«taxe» on the entrepot trade have eaeeeeded ai ftU hi preventiAf lM 
(tecadtoce of our maruie.” 

How, thei^, do the advocatee oj Pvet^otiou try to explain tide deoay. Aa 
to the decline of the French mercantile marine, ^^ 03 ^ adti^ that it is fatigued 
and bmdened hy an exceaa of Oovemmeni rejgulat&eu 9 ! which that navy vimM 
the first to complain and which counterbalanoee the paFticuiav favooie 
bestowed upon it in the shape of bounties. As for the decay ol trade, that 
is due to the idee ol other nations, to the exieleuoo of trusts and cartels in 
other countries and to their superior meth^s ol education.*' Thi^ conolusjjMi 
|s that Proteotiou must be strengthened still further in France. MM. Augier 
and Marrand have asserted that Protection is a ^^therapeutic agentand no 
failure of the medieiue can sliake their faith in it. Snch faith might work 
miracles! 

Our authors give a historical account of the Protectionist Reaction iu 
Kuropo, but the story, as told by them, is no means such us to justify a 
single step in thej^gress of Protection. Wins we are told that Germany 
W 4 S converted to Protection primarily under the infiuen(*e of the Agrarian 
party whose support was necessaiy to keep Bismarck in power. In the 
iTnited States, we read, Protection is in great part, the result of the action 
of Trusts Spain, we are assured, has become Protectionist to keep in good 
humour the nch manufacturers of Catalonia and the Basque provinces. As 
to Prance, we learn that it is Protectionist because it was always Protectionist. 
Lastly, we are informed that ** it is Germany whi(*h must bear the respon¬ 
sibility of this ascending wave of Protection^, just as it has always set the 
fashion of maintaining vast armaments.*’ This, if true, only means that the 
teutons have set the example 01 freightfulness in the economic sphere as 
well. But neither the example of Germany, nor an inert national con- 
wrvatism, nor a wish to oblige political parties can form any serious 
jugt;ifh‘tttion of the adoption of Protection. 

It is significant to find Protectionists alarmed at the heights to which 
protection has reached and even preaching moderation to each other. MM. 
Augier ^d Marvund admit freely that the present ''sur-elevation ** of tanrfs 
is excessive and harmful. America, Russia and Germany are accused of having 
excessive tariffs, while, in the Iberian I^euinsula protec'tion is said to have 
gone tofarcical extremes.” But these mutual recriminations of Protec- 
monists lead to no practical results. The Germans on their side complained 
of the otlfcer power and &hmullor urged that ” it was a duty for Germany to 
figlit the new Mer(»antilism and its ex(^essive exaggeration in Russia, France 
and Ammca.” The ideal of MM. Augier and Marvand is a moderate protec¬ 
tion, wliile they dismiss Free Trade as a ITtopia. The answer is eas^y 
m<^de that Free Trad^ is no Ftopia since it prevails in at least two ^eat 
tiFedh^ eountriea; aij |4 it may he retorted that ” moderate protection ” m the 
real Utopia, since aQ economic history pught be searched in vuin for p 
apieeimen of it. 

It lias been often claimed for Protection that tariffs aye powerful weapcm 
in eammeroial ikegotiatiens with laihsign countries^ But the history ^ 
Ihfoieeiion does asot bear this o«i. French writes eoyiplain tM othf^r 
noimtiies have to foUewed the example of Qtesm^ ita^iuMig aud fpaoia^iaiag 
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th«is iarilfs tKf|t firuoe has been conuasrmaUy isol^l^./' ip^sjt jum 
dkorasagiBg to find a oQuatry caa ba fpitp p{ 

layish use of ** scientific” tariffs. While the expoHs of Free 
to fiofiimy wa Icajm} and bounds the exports oi franca to 

that geojiamg. In Spc^in also t^e e^PPF^S were losing 

gfOUP^g. The treaty between Russia ^nq Frqtnce have brought, 

are t|o£|)^ little to the latter that it was tolerated for political reasQUf 
only. We may conclude that Protection has failed in France both as a 
weapon of negotiation and as a policy of commercial expansion. 

J. C. COYAJEE. 


'^ECONOMICS FOR THE GENERAL READER.”— By Henry Clay, M.A. 

(IJacipillai^ and Co., Ltd., pp. 476.. 8.?. 6</.) 

In writing this book Mr. Clay has had two points primarily in view. The 
first is the difficulty so cominonly experienced in the study of economics due 
to the inability to visualise the actual contrete f^cts and process,es whiph 
theory endeavours to explain. 

Ml. Clay himself has been much engaged in lecturing on economics to 
classes of working men. Such audiences usually know little of orthodox 
economic theory, but they are quite familiar with much of the actual working 
of the industrial machine.” Moreover they are highly iippatient of theories 
which do Bof fit in with and help to explain the facts of tlipir own industrial 
experience. Mr. Olay’s training has thus been admirably suited to produce 
an exposition that is vital and closely in touch with the facts of real life. 
By the inclusion of considerably more ‘^descriptive economics ” than is found 
in the ordinary text-book, he has given to the “ general reader ” a work that 
will probably be more helpful in the stud> of current economic problems than 
any pf the general treatises QH economic theory. 

The second of Mr. Cla,y’s two main view-points is that, to be practically 
useful, purely economic considerations must be constantly revised in the light 
of our ethical aims. He would probably not deny the wisdom of the course 
usually followed in text-books of economic theory where “ things as they are ” 
receive analysis in almost complete abstraction from “ things as they ought to 
be.’^ 

fiut it is in thipgs fts they ought to be that people are practically 
interested. In attempting to indicate the ethical bearing of the main 
tendencies of econemic forces Mr. Clay is certainly performing a service which 
will he of the greatest help to those for whom he writes. 

It is inevitable that in a discussion of economics within the limits of a 
single book many important topics should be but sightly treated. It is 
p^aps curious that Mr. Clay has not given a fuller discussion or tho 
probb^s of Trade Unionispa and of Industrial Peace. He has said little on 
tim subjects of Taxation and Public Finance. The im^rtant question of 
Population is altnost untouched* 

, But on the whole he has shown sound judgment in his selection of 
matepiid, uvoWng discussion of refinement of theory such as would be out 
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of place in a l^k for the “ general reader,” while illnatrating with weM- 
€lumn examples the working of the main forcee which ffovem production 
and distnbution. o r ^ 

The book is written in an extremely clear and aimple rtyle and is markedly 
free from duiMmese or obscurity of phrase. There is no work that may be 
more confide^ly recommended to students wishing to gain a first broad study 
ot Jieonomie Theory m its praotieal bearings in modem industrial England. ' 


AN OUTLINE OF INDUSTRIAL HISTORY.— Bt Edwakd Cobsst 

(Macmillan and Co., Ltd., pp. 364., 3 j?. 6 <f.) 

The imjiresHion that is left on the mind ot most students ol economic history 
on reading this volume will probably be that the author has failed in the 
task he has set himself. There is undoubtedly a need for a book dealLag 
with the events of economic history since 1850. The growth of commerce 
and industry, since the repeal of the Corn Tjaws in England, has been so great, 
the changes in the economie structure ot society so important, that a con¬ 
nected exposition of this growth and change is much wanted as an introduc¬ 
tion to the more detailed study ot the various special subjects with which 
economic history deals. 

In an outline of industrial history it is probably wise to preface, Us the 
author has done, a discussion of this modem period with an explanation of 
the broad stages of industrial evolution which have led up to it. 

But, in OUT opinion, Mi. Cressy has tailed to achieve the essential pur¬ 
pose of an outline study—that is to trace the relations of cause and effect as 
they gre revealed in the broad movements ot historical change. No clear 
picture is given of economic society as it existed in the middle ages. Neither 
are the outstandi^ structural and iunctional changes which have led up to 
modem industrial England tlirown into clear relief so as to account for the 
appearance of the present out of the past. 

The book indeed shows no clear pei<*eption in the author’s mind of the 
relative importance of the various topi(*s discussed. It is lacking in unity 
of design and contains several chapters that are really useless, such as chose 
on the “Cradle ot Industry,” and the “Evolution of Economic Thought.” 

It would not be difficult also to take exception to a noticeable looseness 
of writing which is characteristic of many passages in the book. Such a 
sentence as the following is typically unilluminating—“Before the Black 
Death the position of the agricultural worker was improving on evolutionary 
lines/’ " 

{ WhUe it is necessary to miiut out how far short Mr. Cressy’s book 
of Ae kind of study for which those beginning the subject of economics are 
waiting, one may nevertheless welcome its appearance as at least a useful 
introduction to modem industrial history and as containing a convenient 
record of events more up-to-date that available elsewhere. 


C. J. HAicxLToir. 
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AN INDIAN KAMERALIST. 

The early civilisation of India has contributed much to the culture 
of the world. In the spheres of philosophy, poetry, and religion, 
India furnished more than a proportional share. It was also her 
good fortune to produce one of the first systematic treatises of an 
economic nature written by one who was both a practical statesman 
and a keen and scientific thinker. Kautilya’s Arthashastra cannot of 
course be considered an economic treatise in the most recent sense 
of the term, for in his days Politics, Technics, and Economics were 
not yet separated. It is however a work on the lines of those books 
on Kameralism which Germany produced in such abundance 
from the sixteenth to the eighteenth century. As Haney says, 
“ at the outset, Kameralism was a combination of ideas political, 
juristic technical and economic, but towards the close of the Middle 
Ages, it became largely separated from jurisprudence, while it was 
extended to include, besides the original idea of domainal and 
regalian administration, broader matters of ec*onomic policy.” It 
was only in the eighteenth century that economics was separated 
from technology and politics. The object of the present paper is 
to show how close was the correspondence ^between the thought and 
the methods of Kautilya and the Kameralists. Had Kautilya lived 
in the age of the Kameralists, one may venture to assert that he 
would have been hailed as one of the foremost of the them, 
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The true nature of the Kameralistic teaching has been much 
misunderstood, and full justice has not been done to their labours 
till our days, when the publication of the brilliant monograph of 
Mr. A. W. Small fixed the true position of the Kameralists as the 
pioneers of German social polity. From the days of Kautz and of 
Roscher, the Kameralists were viewed from a mistaken standpoii^t. 
Full justice could not be done to them as long as they were conceived 
as economists pure and simple, with a view circumscribed and 
directed by the economic categories, concepts and classification of 
our days. The subject matter of Kameralism was, however, a far 
more complex matter. “ To the Cameralists,” says Mr. Small, “ the 
central problem of the science was the problem of the State. To 
them the object of all social theory was to show how the welfare of 
the State could In* secured ” Tlie dogmatic prepossession of the time, 
its political and military condition, the practical problems of the 
bureaus, the state of rudimentary national or political development 
all had to lie taken into account in the wr*iings of the Kameralists. 

It was interesting to note and compare the groundplan of 
Kautilya’s work with *hat laid down by a German Kameralist like 
Justi. Kautilya di\ ides his study into two main topics—Dandaniti 
and Varta. The former is the science of government and tells us 
alxmt the expedient and the inexpedient, as well as about potency 
and impotency. The sei ond portion—Varta—deals with agriculture, 
cattle-breeding and trade.* Justi begins similarly by presenting the 
chief theorems of State-craft (Staatskunst). Then he comes to the 
division called Policy which includes “ all the methods whereby the 
riches of the Slate may Ih* increased, in so far as the authority of the 
Government is concerned." Lastly we arrive at the cameral and 
financial science proper w'hich treats of the reasonable use of the 
means of the State, and the entire internal house-keeping of the 
State, including the chief theorems of the agricultural science.t 
Kautilya has dealt with the whole scheme as laid down by the later 

* ArthaahaHtra, pp, 7 

t Small “ The CameraliRtR,” pp. 3(ir» ;107. 
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writer, while his separation of Politics and Economics entitle him 
to high merit, for he lived in an age in which specialization of 
sciences was in its beginning. Any one who compares his classi- 
lication of sciences with those of the schools of Brihaspati, Manu and 
Usanas will note his superiority in this respect. In Europe, too, 
this specialisation was late in coming, dust us Kautilya insisted 
on the separation of Theology (I)harmadharman) from Politics and 
Economics, so Uarjes made it clear that the sphere of Police! was 
distinct from that of religion and law. I’olicei “ deals with wealth. In 
so far as justice and religion aim at preventing poverty or increasing 
wealtl), they belong with polity. The laws of polity must not 
contradict moral laws, they must not only determine how morally- 
perimssible things can be directed to increase the wealth of the 
State.”* 

By comparing some dicta of Kautilya with tho.se of some 
mtdiaeval thinkers light is thrown on the then economic condition 
of India. Thus our author includes in Varta the study of agricul¬ 
ture, cattle-breeding and trade. The second head shows how im¬ 
portant pastoral industries were to India, and we are reminded of 
the Sully’s remark that ” hu.sbandry and j)astorai pursuits are the 
two teats of France and the true mines of Peru for her ” As a 
matU*r of contrast we also note that Kautilya does not make urban 
economy any leading feattire of his work; while Darjes, writing in 
the eighteen century gives a very prominent place to the subject in his 
Kameralistic system. 

It is of very great importance to consider how far Kautilya can 
be called a Mercantilist. In one sense of cour.-ie the India of those 
days could not have mercantilist ideas, iviercantilism presuppo.ses 
permanent nations (as opposed to mere fluctuating State.s) which 
are to be enriched by the import of treasure from abroad. India 
was too big a country and in too many hands to be the object of a 
fixed and consistent Mercantilist policy. But no doubt the notion 
that gold and silver are wealth par excellence migln. be found 


* Haney’s History of Kconoiiiic 'i'liought, p. 123. 
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occasionally in Indian writers, and so far only was Mercantilism 
possible in ancient India. 

Another reason why a conscious theory of Mercantilism was 
unnecessary in India was the fact that practically India was 
following the Mercantile policy with the most signal success. As 
Pliny complained India was the sink of the precious metals of the 
world The frugal and industrious Indian was always exporting 
far more than he imported His climate, his habits, his ascetic 
philosophy made a large import trade an impossibility, and, while 
he declined to import foreign luxuries, his exports were the neces¬ 
saries of the rest of the world Such practical success on Mercanti¬ 
list lines would render superfluous any well developed theory of 
Mercantilism. 

Nevertheless, it was hard for the nations of those days to get 
rid of the notion that gold and silver were wealth par excellence. 
Indeed in one sense the fact that India was exporting other articles 
and importing gold would help the illusion. A country in that 
economic situation would get into the habit of thinking that all 
other commodities were but the means to the acquisition of gold. 
Under these circumstances it does great credit to Kaiitilya’s saga¬ 
city to define wealth as consisting of gold and grains and thus to 
place the necessaries of life on the same level as gold Thus, he 
states that “ Diminution of gold and grains is loss of wealth” 
(p 422). Elsewhere he expands the idea when talking of the 
qualities of a gixid country It is “ possessed of capital cities both 
in the centre and the extremities of the kingdom, productive of 
subsistence not only to its own people but to outsiders on occasions 
of calamities • free from miry, rocky, uneven and desert 

tracts... . containing fertile lands, mines, timber and elephant 
forests and pasture grounds . full of cattle, not depending upon 
rain for water, possessed of land and waterways, rich in various 
kinds of commercial articles, capable of bearing the burden of a 
vast army and heavy taxation, inhabited by agriculturists of good 
and active character, full of intelligent masters and servants, and 
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with a population noted for its loyalty and good character ” (p. 320) 
Here it is very noticeable how Kautilya does not refer except veiy 
remotely indeed to the precious metals as forming desirable element 
in the wealth of a country; while, on the other hand, he shows full 
appreciation of the various factors going to increase the National 
Dividend—including the character and intelligence of the people 
and the excellence of communications. In another passage (p.404) 
more is made of gold especially as coming from abroad. Thus we 
read : “ Of benefits derived from one’s own or a foreign country, beiu* ■ 
fits derived from one’s own country consists of grain, cattle, gold and 
raw products and are useful for the maintenance of the people 
in calamities, whereas benefits derived from a foreign country arc 
of the reverse nature.” This may imply that the main advantage 
of foreign trade is the importation of raw materials and gold 

It is true that Kautilya never falls into the naive Mercantilist 
fallacy of considering gold to be wealth par crrellencc But that 
he regards gold as a most important form of wealth is obvious from 
the iteration with which he pronounces gold and grain to be th(! 
two main varieties of wealth. I’hus we read (p. 342): “ When 

the dwindling of the people is due to want of gold and grain, it is a 
calamity fraught with danger to the whole of the kingdom and can 
be remedied with difficulty. The dearth of efficient men can be made 
up by means of gold and grain.” This procedure reminds us of the 
method of treatment adopted by some of the early Kameralists— 
and by Becker in particular. “ In the last analysis all the things 
themselves fall into two classes: (1) gold and silver, (2) all other 
things for nourishment, clothes, shelter, etc.”* 

Here it is worth noting that Kautilya while showing consider¬ 
able enthusiasm for the acquisition of gold, has not much admiration 
or use for silver. It would appear that in those days in India the 
medium of inter-State payments was gold mainly. Kautilya tells 
us of stores of “ bar gold or coined gold for various kinds of mer¬ 
chandise to be procured from abroad,” (j). 305). The price of a 

* Hanoi's History of Koonomio Thought, p 119 
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State’s exports is also assumed to be brought in in the shape of “ gold 
in hand ” (p. liiO). On the other hand the Kameralists of the 
Middle Ages always place gold and silver on 'an equal footing. 

Kautilya also rises superior to other fallacies of the Middle 
Ages. He is not averse to the exportation of gold as a means of obtain¬ 
ing imports, as we have just seen. The views of those who sup¬ 
ported the “ balance of bargains ” or the “ balance of trade ” as 
theories have no charms for our author who is far ahead of men 
like Malynes, Man or Child. Kautilya would encourage al’ trade, 
and, strange as it seems, would favour the import trade in parti¬ 
cular. We read (j). 119) that “The Superintendent of Commerce 
sliall show favour to tlu»se who irapfat foreign merchandise: 
mariners and merchants wlio import foreign merchandise shall be 
lavoured with remission of the trade-taxes, so that they may derive 
some profit. Foreigners importing mercliandi.se shall be exempted 
from lieing sued for debts unless they are local associations and 
partners. ’ Rxport.s to profitable markets are also to be a special 
care of the Superintendent (if Oimraerce who is to secure a know¬ 
ledge of sa fe roads for the purjiose and to make friends with foreign 
officials. In case the State’s exports cannot be sold abroad, barter 
is to be resorted to (p. 120) so that, as Professor Edgeworth would 
say, international trade sometimes became a high act of State. 

In thus shunning the excesses of Mercantilism Kautilya is 
paralleled by the leading Kameralists. Thus Darjes said : “Jt 
is on the contrary, an evidence ol politii'al shrewdness to give for¬ 
eigners gold and silver if it is possible by this to further the well¬ 
being of the State.” Darjes also opposes restriction of trade, 
while he clearly*5ees that trade is barter in the main. The Kamer- 
atyl Obrecht, in the very spirit of Kautilya’s teaching “proposes 
advance's from the princely chest, to merchants who bring in foreign 
goods. The chief reason for this proposal seems to be that the in¬ 
terest on the advances would lie a considerable source of profit to 
the prince.”* 


• p. 58. 
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On the subject of the population and area of a State Kautilya 
was a true Kameralist. The sams considerations which weighed 
with the Kameralists were of prime importance with him. Small 
observes : “ It was primarily a military consideration, and only 

secondarily industrial. That is, in facing the prime problem of 
the strength and security of the State against foreign aggression, 
the necessary factors are found to be, first, well situated and forti¬ 
fied territory, and enough of it; second, a sufficient population living 
in such close community that they can act effectively together”* 
Such being the leading considerations we are not surprised to find 
Jiisti argue thus : “If one should .ask me whether the chief consi¬ 
deration of a genuine and wise cameralist ('ould be expressed 
with a single word and concept, 1 would without a moment’s hesita¬ 
tion cry out the word Population. Yes! truly! Population must 
be the apple of his eye, as compared with all other measures ” Ills 
successor, Sonnenfels, is ecjually enthusiastic on the subject “ I 
take, therefore, the enlargement of civic society, through promotion 
of the increase of population, as the common fundamental principle 
of Staatswissenschaft, with its included parts: and the validating 
principle of every measure which is adopted foi the promotion of 
general happiness is this Do's it ^lend to increase or decrease 
population ?” 

Kautilya is not a whit liehind the Kameralists in his enthu¬ 
siasm about a large population or territory He says “ Forts; 
finance and the army depend on the people, likewise buildings, 
trade and agriculture, cattle-rearing, bravery, stability, power and 
abundance (of things) ” almost in the words of Justi, he adds: 
“ That which is thickly populated is a kingdom in a’l its senses 
What can a depopulated ci'untry like a barren cow he productive 
of?” Nothing alarms Kautilya so much as a decrease of popula¬ 
tion, “ When the dwindling of the people is,due to want of gold and 
grain, it is a calamity fraught with danger to the whole of the 

•Small’s “ The CameialisU.” pp 421,477, .m 

Kautilya, pp. 364, 342, 51. 

0 SmalVs “ The Canierahet*H pp. 47, 37H, 76, 362, 376. 

Kftutilya, pp. 269 61 143, 141 118. 
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kingdom and can be remedied with great difficulty.” He projects 
schemes for increasing the population of a country. “Either by 
inducing foreigners to immigrate or by causing the thickly popu¬ 
lated centres of his own kingdom to send forth the excessive popu¬ 
lation the king may construct villages.” It is in the interests of 
population that he would prevent any one from being an ascetic till 
he has any chance of having children and he would fine anyone who 
converts a woman to asceticism (p. 53) living in an age when asceti¬ 
cism was highly favoured, these dicta do great credit to Kautilya’s 
economic instincts. 

But while he fully appreciated the advantages of a large popu¬ 
lation, he also knew the dangers of a too great congestion of popu¬ 
lation. The question is propounded at p. 363, “ which is better, 
the land with scattered people or that with a corporation of people ?” 
To this, Kautilya answers, “ the former is better inasmuch as it can 
be kept under control and is not susceptible to the intrigues of 
enemies, while the latter is intolerant of calamities and susceptible 
of anger and other passions.” 

The Cameralists insisted on increase of State regulation and 
of the economic activities of the State. Obrecht was for starting 
a system of State endowment insurance for children. Justi and 
others were for keen administration of the State’s domains and the 
regalia. He would afford State help to mining enterprise; but 
these Justi would stop. He would not have the State engage itself 
in mining. But there he would stop; he would avoid “ direct man¬ 
agement by the administration of complicated economic processes 
by “ arranging with competent entrepreneurs to carry on enterprises 
at their own risk.” Justi was, however, one of the later Camera- 
lists-rthe earlier Cameralists had much more thorough-going idei^ 
on the subject, and one of them—Schroder—had ideas about caus¬ 
ing subjects to do business with royal capital and thus turning all 
enterprise into a sort of Metayage. 

Kautilya lived in an age when State regulation and enterprise 
>vas carried to a very high point indee^. In many cases fhe State 
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intervened to fix prices, profits and brokerage. Crown-lands were 
an important source of revenue and were cultivated chiefly by a 
Superintendent of Agriculture but the crown sometimes employed 
the Metayer System (ardhasitika). Through the Superintendent 
of Weaving the State carried on the manufacture of cloth; and here 
we get a hint of Pardah women among others to whom the actual work 
was distributed. Through the Superintendent of Commerce, the 
King not only regulated trade but carried it on. The State exported 
“King’s merchandise and bartered it witli other States. Within 
the country too the “ King’s Merchandise ” was to ’oe sold or hawked 
about though not at “ such large profits as will harm the people.” 
Nevertheless, we hear the king’s officials were on suitable occa¬ 
sions to centralise or monopolise goods and enhance the price. This 
was in spite of the fact that Kautilya was against monopolies in 
private hands. Here too he agrees with the Kameralist. “ Becker 
makes much of three great evils: monopoliura, polypolium and pro- 
polium. These tend to destioy the State.”* Becker includes in 
“ propolium ” “ forestalling and engrossing ” and all speculation 
of that nature. Kautilya agrees with him whole-heartedly and 
says: “ Merchants who conspire either to prevent the sale of mer¬ 
chandise or to sell or purchase commodities at higher prices shall 
be fined 1,000 panas.”t 

Kautilya does not hesitate in recommending that the State 
should regulate both profits and wages “ The Superintendent of 
Commerce shall fix a profit of five per cent, over and above the fixed 
price of local commodities and ten per cent, on foreign produce.” 
(260). Any merchant charging a higher profit was to be punished. 
Prices were to be fixed according to cost of production (p. 261). The 
State is to fix also the wages of artisans like musicians, washermen 
and others.^ Apropos of wages, it may be noticed that dike all the 
older economists, Kautilya holds the subsistence theory of wages as 


• Haney, p. 117. Small, p. 128. 

• + KautUye, p. 200. 

J Kautilya, pp, 258, 2.55, 423. 
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he hints when speaking of things requiring “ merely the expendi¬ 
ture of provisions (for servants employed to earn it).” 

It is not easy, ah has been observed, to include the economic 
activities of the State within the ring-fence of any definition. 
Kautilya, however, thought that he could undertake that enterprise 
within the limits of a chapter—the first chapter of his second book. 
The State is to carry on mining operations and manufactures; it is 
to exploit timber and elephant forests, offer facilities for cattle- 
hreeding and commerce, construct roads and set up market towns. 
It is to undertake, as well as to help the work of irrigation. Culti¬ 
vators are to be supplied with grains, cattle and money on favour¬ 
able terms. Going even beyond Mr IJovd George, Kautilya would 
confiscate the land of those who do not cultivate it The State is to 
exercise its right of ownership with regard to fishing, ferrying and 
trading in vegetables, in reservoirs or lakes The alleviation of 
poverty is strictly enjoined, and some of the prescriptions of the 
New Poor Law are anticipated “ The King shall provide the 
orphans, the aged, the infirm, the afflicted, and the helpless with 
maintenance He shall also provide subsistence to helpless women, 
when they are carrying and also to the children they give birth to.” 
(p. 53). In another dictum, even, the Minority Report is left far 
behind, for, it is .said, “those who do not heed the claims of their 
slaves, servants and relatives shall be taught their diity.” 

Minute details are given by Kautilya about the regulation of 
the work of various classes of artisans Such regulations have not 
been without parallels in many other countries in the Middle Ages. 
It is noteworthy that in the India of Kautilya, it is the State which 
undertakes to regulate industries in spite of the existence of gilds. 
One can. guess that as in Europe about the end of the Middle Ages 
the vitality of the gilds was decaying and they were not looked upon 
with any great favour. Kautilya is opposed to the growth of the 
power of the gilds and would prevent the establishment in villages 
of gilds “ of any kind other than local co-operative gilds ” (p. 54). 
Similarly Becker would have the authority of the gilds decreased 
»nd the workmen emancipated from their control. 
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On the subject of coinage both Kautilya and the Kameralists 
had correct notions, but Kautilya seems to be in advance in one very 
important particular. The policy of debasing the coinage was dis¬ 
avowed by both. Obrecht protests against it: “ That to-day certain 
mammon brothers, in search of selfish gain, seek all sorts of private 
advantage with the different coins, that they diminish and weaken 
the same in weight and value, is directly contrary to all Jaws, also 
to various edicts of the Holy Empire with respect to coinage, and 
brings with it beyond all doubt the curse of God and temporal 
punishment.” Kautilya goea further and would abolish all seignior¬ 
age, for, according to him, “ the goldsmith of the mint shall return 
to the owners coins of the same weight and of the same quality 
as that of the bullion received at the mint.” The Kameralists, too, 
were opposed to heavy seigniorage and to the practice of issuing 
token money. Justi observes: “If a ruler could circulate token 
currency at will, he could gradually absorb the whole national 
wealth. Such currency ought not to be used unices a definite term 
is fixed for its redemption.” 

Incidentally we notice that the Indian coinage of those days 
must have l)een debased or worn to a considerable extent. Kautilya 
prescribes various premia to be levied on coins paid into the treasury 
over and above the “ testing charge.” 

Wealth is, of course, the main topic of the Kameralist or the 
Economist. But one is sometimes startled at the greatly exag¬ 
gerated importance attached to it by the Kameralist. One places 
riches first and gives it precedence not only over health but over 
peaceful security. Kautilya holds that “ wealth and wea’th alone 
is important inasmuch as charity and desire depend on wealth for 
their realisation.” “ Wealth, virtue and enjoyment form the aggre¬ 
gate of the three kinds of wealth. Of these it is better to secure 
that which is mentioned first than that which is subsequently men¬ 
tioned in the order of enumeration.”* Kautilya was so bold in his 
panegyric on wealth since he could have found parallels even in 
t^e high authority of the Mahabharata and other works of old India. 

* Kautilya, ArthoHliastra, pp. 43«), 14. 




2i2 


The Bengal Economic Journal 

One notices with some surprise ’^ow scientifically the Kamer- 
alists analys the cost of production; and in this respect too, 
Kautilya is fully abreast of them. Let us see how the Kameralist 
Darjes performs this analysis. He makes an allowance for “ (1) raw 
material, (2) interest on the value of such materials till the finished 
good is sold, (3) price of tools, and (4) their interest and deprecia¬ 
tion, (5) labor, (6) interest on wages, (7) interest on buildings used, 
and (8) expenses of marketing, accounting, etc.”* Kautilya follows 
suit and emphasises “ the outlay, the quantity manufactured, the 
amount of toll, the interest on outlay, hire, and other kinds of acces¬ 
sory expenditure.” In another place he would add “ the earnings 
of middlemen ” and brokerage or, as he puts it, “ whatever income 
falls between sellers and purchasers.” Nor does he neglect the 
road-cess, the conveyance-cess, ferry charges or subsistence to the 
merchant and his followers. 

We may conjecture the cause of these minute and scientific 
analyses of the cost of production. In those days whether in ancient 
India or medseval Europe, the State was constantly trying to solve 
the problem of fixing prices in the markets. The officers of the State 
were therefore obliged to study the problems of reckoning costs and 
of economic book-keeping in general. The vast agricultural and 
industrial domains then possessed by the State had also to be man¬ 
aged and the price of their products fixed. No wonder then that 
these older economists acquired considerable skill in the art of ana¬ 
lysing the cost of production. IIow far Kautilya was in advance 
of much later economists can be judged from the fact that he has a 
correct notion of time as affecting cost of production (p. 261) a matter 
of some controversy even in Ricardo’s days. 

This Kautilya would have the price of an article fixed with 
due regard to the following considerations. “ The Superintendent 
shall, on consideration of the outlay, the quantity manufactured, 
the amount of toll, the interest on outlay, hire, and other kinds of 


* Haney’s History of Eoonomio Thought, p. 12. 
Arthashastra. pp. 261, 260, 120. 
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accessory expenditure, fix the price of such merchandise with due 
regard to its having been manufactured long ago, or imported from 
a different country.” (p. 261). In the words italicised by us ample 
justice has been done to the element of time as affecting the cost of 
production. At p. 260, Kautilya includes in cost of production not 
only profit, but “ whatever income falls between sellers and pur¬ 
chasers {i.e., brokerage).” He also defines profits as the difference 
between the selling price and the cost of productions. Thus at 
p. 119 we are told that ” having ascertained the value of local pro¬ 
duce as compared with that of foreign produce that can be obtained 
in barter, the Superintendent will find out (by calculation), whether 
there is any margin left for profit after meeting the payments such 
as toll, road-cess, conveyance cess, tax payable at military stations, 
ferry-charges, subsistence of the merchant and his followers, and 
the portion of the merchandise payable to the foreign King.” Here 
we are told that transportation charges and taxes are also elements 
in the cost of production of an article. It is also to be noted that 
foreign trade is always stated by Kautilya to be a kind of barter, 
and he thus avoids many an economic fallacy of the earlier times. 

Economic Literature has witnessed a long interesting contro¬ 
versy on the question of what labour should be called “ productive ” 
and which should be stigmatised as “ unproductive.” On this topic 
Kautilya has many observations to offer, some of which are remark¬ 
able for their modern tone. We know that even the Physiocratic 
School in the eighteenth century considered that the only productive 
labour was that of the agriculturists. Kautilya observes on the 
other hand that “ a trader renders the country prosperous by a 
favourable barter of commercial articles ” (p. 403). In another 
place however, the prejudiced against trading makes its appearance 
in his book. “ Thus, traders, artisans, musicians, beggars; buffoons, 
and other idlers who are thieves in effect though not in name shall 
be restrained from oppression on the country.” (p. 258). The 
ascetic ideal of ancient India thus asserts itself in some places even 
over outhor’s more scientific predilictions. Comparing, later on, 
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the merits of mining and of agriculture, Kautilya prefers the latter. 
His reason for this opinion is curious and very significant; “ Of 
the two tracts of land, one rich in grains and another in mines, the 
latter helps the treasury, while the former can fill both the treasury 
and the store-house; and besides this, the construction of forts and 
other buildings require grains. Still, that kind of land containing 
mines which yields precious metals to purchase large tracts of land 
is far better.” (p. 363). In any case, the palm is awarded to agri¬ 
culture; but commerce is not undervalued, and methods are laid 
down for protecting and advancing it. “ The Superintendent of 
the boundary increases commercial traffic by welcoming the arrival 
of merchandise ” (p. 403). What Kautilya dislikes in trade is the 
tendency to monopolise and combinations for he complains, in the 
same passage, that “ traders unite in causing rise and fall in the 
value of articles, and live by making profits cent, per cent.” 

An easy transition carries us from the subject of unproductive 
labour to that of unproductive consumption; and Kautilya has some 
pregnant remarks on Luxury. His teacher had laid down the view 
that the luxury of princes was good for trade. “ My teacher says 
that of a sportive king and a sportive country, a sportive country is 
always ruinous to the results of work [National Dividend ?], whereas 
a sportive King is beneficial to artisans, carpenters, musicians, buf¬ 
foons and traders.” (p. 402). Kautilya does not agree with this. 
The lu.\ury of princes he condemns, whereas he approves of a higher 
standard Co comfort in the people He also shows a high apprecia¬ 
tion of leisure as enjoyed by the industrious population of India. 
“ A sportive country, taking to sports for relaxation from labour, 
causes only a trifling loss; and after enjoyment, it resumes work, 
whereas a sportive King causes oppression by showing indulgence 
to his courtiers, by seizing and begging, and by obstructing work in 
the manufactories.” It must have required not only economic wis¬ 
dom but political heroism to take the side of the people against 
luxurious monarchs in those days. 
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Kameralism has always presented a seamy side; and though 
Kautilya has been much blamed for a frank exposition of that side, 
he is by no means the most guilty of the Kameralists. It is true 
that in his chapter on the Replenishment of the Treasury* he has 
brought together a number of crooked counsels, but he has obviously 
on some occasions qualms of conscience Thus his counsels are to 
be followed only “ in a great financial trouble ” and he adds “ such 
demands shall be made only once not twice ” But the Kameralist 
Schroder would systematically arrange for the permanent enslave¬ 
ment of a nation. The method he indicates is that a prince should 
cause his subjects to do business with his own capital “■ Since now 
this is one of the secrets of a monarchy, I wonder that princes do 
not reflect more upon it, becaiise by this means they could gradually 
obtain an absolute sovereignty, and could make their subjects vir¬ 
tually their body slaves, when the latter in time would see their 
worldly goods in the hands of the prince ”t Kautilya never lets 
himself go to such lengths; and yet he often goes very far in his 
zeal for filling the public treasury, letting few scruples stand in his 
way. Studying his views we note that we have travelled very far 
from the days of Manu whose dicta are of the essence of moderation : 
“ As the beck, the calf and the bee take their food little by little, 
even so must the king diaw from his realm moderate annual taxes 
.... Let the king make the common inhabitants of his realm who 
live by traffic, pay annually some trifle, which is called a tax.”f 
Kautilya has been justly blamed for recommending that the 
State should derive an income from taxes on prostitutes. A similar 
censure must be passed on the Kameralist Osse who would regulate 
and tolerate prostitution “ for reasons of State.” 

Such close similarity of treatment as we have observed between 
Kautilya and the Kameralists argues a similarity in the .political 
and economic circumstances under which they were writing. I 
should note the following points of affinity between the environ- 

* ArthashastrA, 301 407. 

t Small's ** The Cameralists/' p. 163. 

" t Laws of Manu, VII., pp 129, 137. 

Small’B Kameialists, pp. 162, 37. 
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oieDt of Kautilya and that of the Kameralists. In the first place 
these writers were studying what we may call the mayima of war 
economy. A. Smith and later economists had in a view a peace eco¬ 
nomy and their teaching was carefully adapted to it. The present 
war may conceivably remove us from this standpoint and future 
economists may deal with problems of State regulation, overflowing 
treasuries and growing intervention of the State—a style more fami¬ 
liar to Kautilya and the Kameralists. 

Another noticeable affinity of the environments we are studying 
is the very rudimentary state of any national feeling, the struggle 
for existence being carried on between small States of fluctuating 
magnitude. The economists following Adam Smith have taken up 
for study the economic problems of nations. Their precepts or 
theories cannot therefore be expected to coincide with those of 
Kautilya or the Kameralists. A corollary of this immaturity of 
the national feeling was the importance then attached to the prince. 
Both to Kautilya and to the Kameralists the welfare of the prince 
is far excellence the welfare of the people. Naturally, under these 
circumstances the prince gets from our writers far more than his 
due. Thus Schroder observes that in a well-ordered State, neither 
metes nor bounds, nor times nor seasons prescribe to the prince how 
much money he shall raise from his country nor how often.” The 
Kameralist view would have thoroughly justified the statement of 
Louis XTV “ L’etat c’est moi.” The prince was in those days what 
the nation is to us. Adam Smith called his work the “ Wealth of 
Nations;” the title of the work of Osse was “The Wealth of 
Monarchs and Kings ” or ” How great lords may become rich.” 

We have now traced the close analogy between the methods and 
opinions of Kautilya and of the Kameralists. When we consider 
the practical ability as well as the theoretical sublety of Kautilya, 
when we notice how far he was in advance of his age, we feel that 
India may well feel proud of having produced such an economist. 
His book must remain of great and permanent value to the student 
of the history of economic doctrines. 


J. C. COYAJEE. 



THE TRANSFERABILITY OF OCCUPANCY 
HOLDINGS IN BENGAL- 

PART T 

Thi: question whether the agricultural classes should have the power 
to alienate their holdings is one intimately connected with their well¬ 
being. In order to have an adecpiate idea of the problems that await 
solution, It is necessary to examine certain salient facts connected 
with the history of the law of landed property in India. All legal 
customs are coloured by historical circumstances and a scrutiny of 
their history is not therefore likely to be unprofitable. 

Alienability was not an incident of landed property in ancient 
India. According to some scholars the origin of the custom of non¬ 
transferability is to he traced to th<‘ system of ancestor worship once 
so common amongst the nations of auti(|uity. The deified souls of 
ancestors were supposed to l)e powerful for good and for evil, 
Iwneficent to the family to which they belonged and hostile to those 
beyond its pale This conception led to the segregation of the 
family groups. The land', of each group were regarded as se(duded 
against trespass, being under the special protection of its ancestors, 
and therefore inalienable' Whatever may have been its origin, 
the joint family was admittedly the most important institution of 
ancient Indian Society An essential feature of the institution was 
that the family property belonged to the family as a Avhole and not 
to the individual members. All custom was directed- towards 
preserving family lands in the male agnafe line.^ The more an¬ 
cient texts of Hindu law prohibit alienation of land absolutely. 

« 1 The Land and the Law of India Ba^mond (afterwards Rir llAymond) West, pj) 15, 19. 

2 Baden-Powell’s Village Communities in India, p. 134. 
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Family lands were not originally oven divisible amongst the indivi¬ 
dual members ’ In course of time the right of individual membets 
over self-acquisitions was recognised and the recognition of the 
right to a partition followed gradually as a consequence. The right 
of alienation proceeded fari pami with the development of property 
from its communal to its individual form.* At first mortgages 
only were allowed, but not sales.* The transfers which were al¬ 
lowed in the beginning were probably gifts in favour of meritorious 
strangers whom it was desired to settle in the village, this being 
necessary in the interests of the community. Transfers by sale were 
allowed at a later stage. 

It should be remembered, however, that the tendency of develop¬ 
ment in the direction of transferability is not one of recent growth. 
Manu advocated partition of family property on the ground of reli¬ 
gious efficacy * We have seen already that in the process of deve¬ 
lopment, the right to partition was the immediate precursor of the 
right to alienate. In the Artha^dstra of Kautilya, the famous 
minister of Chandragupta, who flourished in the fourth century 
B. C, there are rules prescribed for the sale of immove¬ 
able property; this shown that such sales were allowed in 
that early age.* The sales were subject to various for¬ 
malities in which a trace of the earlier state of things 
when no sales were allowed can be discerned. The old restrictions 
had been relaxed considerably in the time of Vijnde.'.vara, the author 
of the Miidkshara who lived in the latter ond of the lllh century. 
This will appear from several passages in that well-known commen¬ 
tary. Thus commenting on the text of Vrihaspati “ separated 

1 See text of Ucanat cited in the MiUkahari, ** I,i»nd is indivisihlf amonirst kmamAti 
even to the thousandth degree ” Ch I, IV, 2S 

2 Mdyne’s flindu I^aw, p 318 (seventh edition) 

8 “ »ee text cited in the Mit^kshard : “ Li to the immoveable estate sale is not 

allowed; it may be mortgaged; it may he mortgaged by consent of parties interested 
Ch 1, Sec I, 32 

4 ‘ Either let them live together or if they desire leligions rites let them live apart; since 
religious duties are multiplied in separate houses, their separation is therefore legal ’* Ch 
IX, Sec. in. 

5 See Aiuient Hindu Polity by Narendrn Nath Law, pp. 161, 164 Mr. Vincent Smith is 
of opinion that Ariha^iUtra is an authentic composition of Maurya age (early History of India, 

third edition, p 137). 
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kinsmen, as those who are unseparated, are equal in respect of 
immoveable; for one has not the power over the whole, to make 
a gift, sale or mortgage,” Vijndnesvara says that the consent of 
separated kinsmen is not essentially necessary, but only useful, as 
it is likely to obviate any future doubt as to whether they are separate 
or united. He dealt with the text “ Land passes by six formalities; 
by consent of townsmen, of kinsmen, of neighbours and of heirs, and 
by gift of gold and of water ” in a similar manner; the consent of 
townsmen is required for the publicity of the transaction and the 
approbation of neighbours serves to obviate boundary disputes, but 
the contract is not invalid without their consent. The consent of 
kinsmen who are unseparated is, however, indispensable and the fol¬ 
lowing text is quoted with approbation : * Though immoveables 

.... have been acquired by a man himself, a gift or sale of them 
should not be made without convening all the sons. They who are 
born and they who are yet unbegotten, and they who are still in the 
womb, require the means of support; no gift or sale should, therefore, 
be made.” An exception was allowed when a transfer was required 
to be made “ during a season of distress for the sake of the family 
and specially for pious purposes;” then a single individual membt*r 
of the family was permitted to conclude the transaction. 

In Bengal the tendency towards individualism was developed 
more markedly than in other parts of India. The fundamental dif¬ 
ference between the doctrines of the Dayabhaga which is authori¬ 
tative in Bengal and those of the Mitdkshard which applies to the 
rest of India is thus stated by Sir William Markby:— 

" According to the Mitdkshard, of however many different 
branches and of however many different members 
a family may consist, they all form a single unity 
or corporation to which the family property be¬ 
longs.The members of th*e family are not part¬ 

ners; no one can separately dispose of anything, not even 
an undivided share. It is quite otherwise under the 
Ddyabhdga. The property belongs to the members of 
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the family not as a corporation but as joint owners and 
partners. Kach is the owner of his undivided share, but 
not all the members of the Dayabhdga family have a 
share in the ownership; the sons whose fathers are alive 
are entirely excluded: the owners are those members 
of the family of any age who have no direct living 
ancestor.” 

The Dayabhdga practically did away with the restrictions on 
the power of the owner to alienate his land. Even in the case of 
family lands held in common, it declared that the individual mem¬ 
ber has a property which he can dispose of at pleasure. A sale 
vvliich infringes the precept that a person cannot transfer even his 
self-acquired land without the consent of his heirs, is, nevertheless, 
held to be valid for the reason that a “ fact cannot be altered by a 
hundred texts.” Other ancient texts which forbid or restrict alien¬ 
ation are noticed, but are similarly dismissed as beihg moral pre¬ 
cepts, not means to invalidate a transaction.' 

It should be noted here, however, that although the family 
bond was loosened in llengal, it was not actually sundered. There 
is evidence of this in the Dayabhaga itself which declares that the 
maintenance of the family is an ind:s})ensable obligation;^ it is 
held that a family is distressed by sale, gift or other transfers of 
land and the jierson who makes such transfer makes " an ill use of 
his piwer as owner.”^ The claim of Iho family on the iiidividuaf 
has never in fact been whol’y repudiated in liengal, and the senti¬ 
ment that one should not part with land except in the last resort 
has, therefore, persisted, although it may be less strong than in other 
parts of India. It is important to remember the existence of this 
under-current of feeling, as it has always imposed a real check on 
transfers of immoveable property. 

There is nothing in the writings of the Hindu f'ommentators 
which indicate th^ existence of any special custom among the culti- 


I Ch. n, flee 24-31. 

(Ml. n, See-. 23. 

» Ch. n, Sec. 28. 
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vating classes regarding the transferability of land. This does 
not, of course, prove the non-existence of such custom. The Hindu 
jurists themselves fully admit that a custom, although not in ac¬ 
cordance with written law, may be binding on particular classes by 
whom it is observed.^ In India, however, the whole outlook is agri¬ 
cultural and it is not therefore very probable that the existence of 
a custom practically affecting the entire community would be alto¬ 
gether ignored by the Hindu ('ommentators. So far as historical 
data are available, no trace of any special custom relating to the 
alienation of land by cultivators can be found until towards the 
decline of Mahomedan rule. 

According to the Hindu lawgivers the ownership of the land is 
vested in the subject, the king being entitled only to a share of the 
produce. The king received a sliare of the produce, not as the 
owner of the land, but “ as the price tor the protection afforded to 
life, liberty and property.”^ 

The theory of the Mahomedan jurists was that the land in a 
country conquered by the Imam Ijelonged to the Sovereign who was 
at liberty either to divide it amongst tlie Mussulmans or to leave it 
in the hands of the original proprietors exacting from them a capi¬ 
tation tax called the zezijat and imposing a trioute known as kh iruj. 
The latter course was adopted in India. The khiraj wa^, however, 
commuted into money rent and according to another theory of Maho- 
medau Jurisprudence the effect of such commutation was to extin¬ 
guish the proprietary right of the Sovereign. In the words of Fatwa 
Alamgir, “ by the imposition of wuzifa khiruj the Sovereign ceased 
to be a partner of the cultivator ” and no permission was therefore 
required to validate alienation by the cultivator. In the case of 
waste lands the first cultivator was held to be proprietor “ in virtue 
of having brought the land into a state of cultivation.”’ 

It will be seen that, in the result there was not much difference 
in the fiscal systems of the Hindus and Mahomedans. It will also 

, 1 Mayiie’s Hindu Law and Usago (seventh edition), p. 47. 

2 Land Law of Bengal (Tagore L^tures, 1895), by Mr. Sarada Gharan Mitra, p. 7. 

8 Land Law of Bengal (Tagore Lectures, 1805), by Mr. tSaruda Chaian Alilra, pp. 23*35 
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be noticed that the Mahomedan jurists did not place any restric¬ 
tions on the alienation of land by cultivators. 

The first mention of the custom of non-alienability of raiyats’ 
holdings is to be found in official documents of the period of the 
Decennial Settlement of Bengal. 

In his minute of June 1789 Sir John Shore wrote:— 

“With respect to the raiyats, their rights appear very uncer¬ 
tain and indefinite.It is, however, generally 

understood that the raiyats by long occupancy acquire 
a right of possession in the soil and are not subject to 
be removed; but this right does not authorise them to 
sell or mortgage it and it is so far distinct from a right 
of property.”* 

There is some ground for doubting wliether the custom of non-trans¬ 
ferability as described by Sir John Shore was well established at the 
time, so far at any rate as the khvdkasht raiyats were concerned. 
According to the author of “ Directions for Revenue Officers in the 
North-Western Provinces,”—(a work described by Sir Barnes Pea¬ 
cock to be of considerable authority) a serious error was com¬ 
mitted by those responsible for the Permanent Settlement of Bengal, 
owing to their failure to observe the distinction between proprietary 
cultivators who possessed a transferable interest in their lands and 
non-proprietary cultivators. The following extract will explain 
the position clearly :— 

“ Much confusion has arisen from neglect to distinguish be¬ 
tween proprietary and non-proprietary cultivators 
.... Throughout Hindustan, there is a large body of 
persons possessing an heritable and transferable pro¬ 
perty in the soil who are also cultivators, and their pro¬ 
fits as proprietor and as cultivators are sometimes so 
mixed together that it is difficult to distinguish between 
them and non-proprietary cultivators. 

1 ruth Huport, Vol. 1 p. 1«2. 

2 hia judgment in the Groat Hont Caao, B. L. H , Full Bench Rulinga, p« 817. Sir Barnea 
Poaoook attributes the authorship to Thtmtasmi. 
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In many parts of Bengal, Behar and Orissa, at the time of 
the Permanent Settlement, no attempt was made to dis¬ 
tinguish proprietary from non-proprietary cultivators, 
but all were left indiscriminately to the mercy of supe¬ 
riors who contracted for the Government revenue and 
who, whatever their origin, were distinct from the vil¬ 
lage proprietors. . . . 

Non-proprietary cultivator^ are generally either descendants 
of former dispossessed proprietors or they have been 
located on the estate by the present proprietors or their 
predecessors. 

There can, however, be no doubt that many non-proprietary 
cultivators are considered to have rights of occupancy, 
and thus two classes are commonly recognised, those who 
are entitled to hold at fixed rates, and those who are mere 
tenants-at-will 

Cultivators at fixed rates have a right to hold certain fields, 
and cannot be ejected from them so long as they pay those 
rates. They have no right of property .n the fields, and 
are not able to alienate them without the consent of the 
pro{)rietors; but their sons, or their immediate heirs resid¬ 
ing with them in the village, would succeed on the same 
terms as themselves, nor are they competent themselves 
to perform any act which is considered to indicate pro 
prietary right such as the digging of a well, the planting 
of a garden or the location of a labourer 

Tenants-at-will have no right extending beyond the year of 
their cultivation 

It will be noticed that the status of the cultivators with right 
of occupancy mentioned in Sir John Shore’s minute is practically 
that of non-proprietary cultivators at fixed rates as described in the 
passage just quoted. _ 

I L. K.. Full Bench Ruling, pp. 817 318 
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Tn the course of the inquiries which he made prior to the Decen¬ 
nial Settlement, Sir John Shore addressed a number of questions 
to various persons In appendices 16 and 17 to his minute of April 
1788 on the rights of zemindars and talukdars are recorded the 
answers of Gholam Hossein Khan. ex-Nazim of Bengal* and of 
the Rai Raiyan Tn answer to the question “Is the property in 
the soil vested in the king, zemindar or the raiyat t ” the Rai Raiyan 
said:— 

The Sovereign is the proprietor as well of the revenue, as of 
the country ; and as the revenue arjses from the land, 
he is so far the proprietor of the soil also. Tn conse¬ 
quence of paying the revenue, of submitting to the 
authority of the Sovereign, and of succeeding to the in 
heritance of a zamindari by lineal descent with power 
of alienation by gift or sale, a zemindar becomes the pro¬ 
prietor of the lands of bis zemindari A raiyat being 
a tenant, holding under a pntta and possessing no autho 
rity to sell or give away, lias consequently no property 
in the soil.* 

Gholam Hossein Khan’s answer to this question is some¬ 
what vague, but in answer to another (piestion he described a zemin¬ 
dar or talukdar to be a kind of ruler “ the inhabitants of his zemin- 
dary or taluk being, as it were, his subjects ’’ The answers are 
important as they represent the views of the zemindars of the time. 

Throughout the Hindu period, and at the commencement of 
Mahomedan rule, the custom was for the State to deal with the cul¬ 
tivators directly The following extract from the report of the 
Rent Law Commission of 1879 80 gives the generally accepted view 
regarding the genesis of the Bengal zemindars:— 

“ Tt was no part of the Mahomedan system that any jjerson 
should stand between the Government and the actual 
_cultivators and intercept a portion of the fchira) paid 

1 He was the author of the work Sen Mutaohorin. 

2 HannsftonV Analynis^ Vol. ITT. p. 3M. 
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by the latter: but partly from the difficulty, if not 
impossibility of collecting the whole of the khiraj by 
State agency, when the boundaries of the Empire were 
enlarged by conquest; partly from the fact that in some 
of the conquered provinces persons were found in pos¬ 
session of various rights superior to the cultivators and 
it was difficult to get i id of these persons while their ser¬ 
vices and local experience could well be utilised for the 
collection of the Khiraj and partly from other causes 
which it is not necessary to detail—there sprang up a 
middle class intermediate between the State and the cul¬ 
tivators and who as contractors and farmers or having 
some pre-existent rights which the Mahomedan Govern¬ 
ment did not care to investigate or define, collected the 
khiraj of large tracts from the cultivators and paid it 
to the Government. Being placed in a position of ad¬ 
vantage the members of this middle class grew rapidly 
into importance and in the decadence of the Mahomedan 
Empire acquired considerable power.”* 

Some of the zemindars were no doubt the old rajas possessing 
some kind of territorial interest but generally speaking the Bengal 
zemindars was not originally a landowner in any sense, “ His posi¬ 
tion depended on official warrant which ran for his life only and 
that on condition of good conduct and subject to the pleasure of the 
ruler. This warrant contained nothing that indicated any grant of 
landed rights nor was there any power of alienating any part of 
the area.”* 

It is probable that at no period of their existence the zemindars 
were mere collectors of revenue. The general policy of the Maho¬ 
medan rulers was non-interference in the internal affairs of the 
country and they allowed the zemindars to exercise many of the 
functions of the Sovereign. The power of the zemindars increased 

• 1 Vol. T., p 21. 

^ Boideo Povreirs Land Revenue in Bnttsb India fi^erond edition), p. 105 
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greatly wlipn the Moghul Empire was on the decline., There can 
be little doubt that at that time the zemindars rendered an economic 
and political service to some extent, by giving protection to agri¬ 
culture end naturally they acquired considerable influence over the 
cultivators. Originally such rights as the zemindars possessed 
were neither heritable nor transferable except with the king’s sanc¬ 
tion. In practice, such sanction, provided the customary fees were 
paid, was seldom withheld. In course of time the Moghul rulers 
were no longer able to enforce the conditions of sanads, and suc¬ 
cessions and transfers, although not sanctioned by the king, were 
freely recognised. By this process the rights of the zemindars be¬ 
came hereditary and alienable. This was the first step to their ele¬ 
vation to the dignity of landowners. It will appear from the Rai 
Raiyan’s reply to the enquiry of Sir John Shore that the zemindars 
based their claim to proprietary partly on the fact that their 
rights were heritable and transferable. The zemindars also based 
their claim partly on the theory of the MaJioraedan jurists that all 
lai<d is the property of the king. The Rai Raiyan argued that the 
Sovereign being the proprietor of the soil of the country, a zemindar 
became the proprietor of the land of his zemindari in copsecjuence 
of paying the revenue and of submitting to the Sovereign’s authori- 
ity. The cogency of this argument is not quite clear, hut jiossibly 
the underlying idea is to be gathered Ircni Ghohm llossein Khan’s 
answer. A zemindar was a kind of ruler, an under-king and so he 
was the owner of the lands of his own zemindari, even as the king 
was the owner of the lands of his kingdom. It should folloiv from 
this that a raiyat had no property in the soil and so he had nothing 
to alienate. The Rai Raiyan argued in the opposite way that be¬ 
cause a raiyat had no authority to sell or give away, therefore he 
h^d no‘property in the soil. It is clear that the zemindars main¬ 
tained that they were the owners of land (or co-owners with the 
Sovereign) and that tlie raiyuts had no property in the soil and no 
right to alienate it. The zemindars were masterful and in a posi¬ 
tion to enforce their view of the question. It seems probable that 
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the-usage restricting the tenant’s power of alienation canre into 
existence in this way. 

The reason why the zemindars wished to place obstacles in the 
way of the raiyat seeking to dispose of his land is probably to be 
traced to the economic conditions of the time. The country was 
unsettled and depopulated. A large area of the land had gone out 
of cultivation and tenants were scarce. In Bengal the situation was 
aggravated shortly after the British conquest by the great famine 
of 1769-70, which swept away one-third of the population. It should 
also be remembered that in those days the raiyat was not a mere 
cultivator but he was often called upon to take up arms on behalf 
of his zemindar. 

It is easy to see that under such circumstances a zemindar would 
be anxious to keep a firm hold on his raiyats At the same time 
there was a competition amongst the zemindars for tenants. There 
were zemindars who coveted their neighbours’ raiyats and tried to 
entice them away. It is true that the raiyats were strongly attached 
to their ancestral lands but on the other hand, in the unsettled State 
of the country (which endured for some time even after British con¬ 
quest) it was to the interest of the raiyats to take shelter under the 
landlord best able to assure them of protection, ft is probable 
that some of the raiyats looked upon the question from this point of 
view and wished to change their landlord. Naturally they would 
in such circumstances wish to dispose of their existing holdings. 
Ordinarily it was not very easy for them to do so for buyers were 
scarce, but occasionally no doubt they succeeded It was this ten¬ 
dency amongst the raiyats which the general body of zemindars 
wished to check. The reason is that at that time the choice of his 
tenants was a question of vital importance to a zemindar. 

In an interesting note Harington discussed the question whether 
the raiyats should have a right of transferring their land. In his 
opinion “ this right would be advantageous to the raiyats by giving 
thbila a property available to supply their wants in time of distress, 
tcf make good their debts when indebted: and to answer their con* 
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•ilence.” “ The additional value given to the property ” might feed 
to a greater punctuality in payment of their dues and so fa«aefit 
both the zemindar and Government. “ In forwarding the general 
ends of agriculture and commerce ” it might also prove advantageous 
to Government. There could be no disadvantage to the raiyat or 
Government but it would be disadvantageous to the zemindar in the 
following manner:—“ The choice of his tenants is important. By 
the transfer be may lose men of substance and responsibility for men 
of di0erent character, and thereby be at least exposed to trouble if 
not risk. The character of the purchaser may also be in other res¬ 
pects objectionable.” The conclusion at which Harington arrived 
was 'that the privilege should not be “ given to the raiyats by author¬ 
ity of Government, but allowed to be at any time voluntarily given 
or sold by the zemindars themselves.”* 

The above discussion brings out clearly the importance 
attached by the zemindars of the day to the question of the choice 
of their tenants. Harington although convinced that the grant of 
the privilege would be attended with beneficial results thought so 
seriously of this objection that, in his opinion, it outweighed all 
other considerations. It is worth noting here that the desirability 
of placing restrictions on the alienation of land by raiyats with a 
view to safeguard them against their own improvidence, was not yet 
realised. 

A point on which I wish to lay stress here is that the true 
meaning of the custom of non-transferability which, as the foregoing 
analysis shows, was imposed by the zemindars in their own 
interests, was that the raiyats were not capable of alienating their 
lands without the consent of the zemindars, not that alienation by 
the raiyats was absolutely void. The authorities are agreed on this 
point. According to the author of “Directions for Revenue 
Officers in the North-Western Provinces,” the custom relating to 
non-proprietary cultivators with occupancy right was th^ 

1 HaringUKi’p AiulysM, Vol U . pp 400 01 


oonlii not alimato without the ct^osent of the proprietors (i.e., the 
kUuQords). In his note on the Transferability of Baiyats’ holdings 
(which forms an appendix to his Digest of the Law of Landlords 
and Tenants), Mr. (afterwards Justice) Field described the custom 
to be that the holdings might be transferred with the consent of the 
landlords previously obtained. He further observed that the con¬ 
sent of the landlords could usuall} be had, if paid for.‘ 

It is interesting to note that the growth of the new usage was 
recognised by the contemporary Hindu jurist, Jagannatha. The 
process by which this was done is typical of the manner in which 
innovations were introduced by the Hindu Commentators. In 
Jagannatha’s Digest there is a discussion on the well-known text 
which requires certain formalities to be observed when land is 
transferred. The text as translated by Colebrooke is as follows 
“ Land is conveyed by six formalities, by the assent of townsmen, oi 
kindred, of neighbours and heirs and by the delivery of gold and 
water.” Here the Sanskrit original of the word “ neighbours ” is 
samanta. There can be no doubt that the word has been correctly 
rendered by Colebrooke. The text is cited also in the Mitakshara* 
where it is evidently understood in the samj sense, for according 
to that treatise the approbation of samantas is n^jcessary because it 
“serves to obviate any dispute concerning the boundary.” There 
are several passages in <^he Arthasastra in whicli the word is used 
in a similar connection. Thus it is prescribed that any land on sale 
should be offered first to kinsmen, then to sania/ktas and lastly to 
creditors: the fact of the property being on sale should be announced 
publicly in the presence of forty samantas of go>)d family, and the 
boundaries of cultivated fields, gardens, etc., on sale should be defined 
in the presence of the samantas and village elders.’ The word 
has two meanings in Sanskrit; neighbouring ki&g or neighbouring 
landowner* According to Jagannathd the word in the text 

1 p. 187. 
p. 3 

3 Sep oiM tn Aooient Hindu Polity »t pftgos 131 and 

4 Sabdokalp* druma. 
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means “ lord ” or “ king ” and even “ king’s substitute or any king’s 
officer employed for the purpose ?” He thus explains why the king’s 
consent is necessary to a transfer of land.- “ The king’s assent is 
Required because subjects are dependent; in a gift of land, the assent 
of him by whose will it is held, and by whose favour the encroach¬ 
ments of others are prevented is indeed proper.” Referring to the 
text “ All subjects are dependent, the king alone is free ” he makes 
the following comment:— 

“ All subjects residing with the king’s assent on land owned by 
him are occupied in the acquisition of wealth, with his assent they 
may possess land, and if it be seized by another the king will compel 
him to restore it ; therefore it is proper, that they should make gifts 
or sales with his assent. 

Jagannatha’s interpretation is far-fetched and unconvincing. 
It was really an attempt on his part to introduce the doctrine of 
State ownership of land,—a doctrine which, as we have seen, was 
unknown to the old Hindu lawgivers. By interpreting the word 
to include the king’s substitute, Jagannatha evidently meant to 
recognise the new usage by which the zemindars claimed that their 
consent was necessary to the validity ol’ transfers by the raiyats. 

In theory the British rulers did not admit that the zemindars 
were the owners of the land or that they had transferable rights 
In the preamble to Regulation II of 1793 it is stated : ' The pro¬ 

perty in the soil was nevei before formally declared to be vested 
in the landholders nor were they allowed to transfer such rights as 
they did possess or raise money upon the credit of their tenures 
without the previous sanction of the Government.” The Gbvern- 
raent at the same time repudiated the doctrine of public ownership 
of land by conferring a private right on the zemindars. That the 
property in the soil was declared to be vested in the zemindars and 
that the revenue payable was fixed permanently were considered as 
the two fundamental measures essential to the improvement of 

I Uigeat of Umlu Litw bv .Ja^AUdiithi Terk^pmohan^ria translated frtim tho Original 
Sanskrit by H T Oolebrooks (Vat. U, pp 27(12770 
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agficulture.^ Practically the British administrators approached the 
subject with English conceptions of landed property. The follow¬ 
ing passage from the report of the Pent Law Commission may be 
quoted here: 

“ The Government of 1793 were unable to ascertain and define 
these rights {i.e., the rights of raiyats) fully and accu¬ 
rately. The most able members of that Government felt 
and expressed their inability to do so with the means 
of information then at their disposal. They were also 
apprehensive lest enquiries into these rights should excite 
suspicion in the minds of the zemindars that the assess¬ 
ment of the revenue was not really meant to be per¬ 
manent ; and they indulged in a strong hope that zemin¬ 
dars and raiyats would, like landlords and tenants in 
England adjust all matters in dispute between them by 
contract.”* 

There is no doubt ihai the Permanent Settlement did not imme¬ 
diately improve the condition of the raiyats in any way. Mr. Jus¬ 
tice Field thus described the condition of the Bengal raiyats prior to 
1859: 

“ Up to 1859 the Bengal peasant had neither security from 
eviction nor fixity of the demand for rent, nor the power 
of transferring his holding There is little cause to 
wonder that his condition was not much bettered between 
1793 and 1859 He could have little inducement to 
improve his holding, when he reflected that, if he made 
it worth more than he paid, his landlord might turn him 
out and let the land to another tenant. He could have 
little encouragement to better his condition of living 
when he knew that external signs of greater ease and 
comfort would excite the cupfdity, if not of his land¬ 
lord, then of his landlord’s Amlah who employed at a 

1 See PreftmUle to Regn. II 1793, 

2 VoL I, p. 22, 
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mere nominal remuneration, were tacitly licensed to prey 
upon the ryots and used the license to its full extent and 
beyond, the law itself assisting them with the Haftam 
and Panjam procedure.”* 

The following terse summary of the position by Sir Edward 
Colebrooke may also be quoted here: 

“ The errors of the Permanent Settlement in Bengal were two¬ 
fold ; frst in the sacrifice of what may be denominated 
the Yeomanry, by merging all village rights, whether of 
property or occupancy, in the all devouring recognition 
of the zemindar’s paramount property in the soil; and 
secondly in the sacrifice of the peasantry by one sweep¬ 
ing enactment which left the zemindar to make his set¬ 
tlement with them on such terms as he might choose to 
require. Government, indeed, reserved to itself the 
power of legislating in favour of the tenants; but no 
such legislation has ever taken place: and on the contrary 
every subsequent enactment has been founded *on the 
declared objects of strengthening the zemindar’s 
hands.”* 

The enactment of Act X of 1859 was the first substantial at¬ 
tempt to redeem the pledge given by Government at the time of the 
Permanent Settlement to enact such legulations as may be necessary 
for the protection and welfare of raiyats and other cultivators of 
the soil.* It is now a matter of history that, although in some 
respects it proved useful, hopes based on Act X were not realised. 
So far from giving protection to the raiyats it really proved in¬ 
jurious to thbir interests. Agrarian disturbances occurred both in 
Bengal and Behar. This opened the eyes of Government. The 
zemindars also at this time clamoured for increased facilities for 
collection and enhancement of rents. This led to the appointment 


1 Field’n of the I aw of Tjiuidlord and Tenant, p. 180. 

2 Field's Land holding and the Kelation of landlord and Tenant (2nd Ed.), p. 625* 
8 Regulation I of 1798 Art* VII. 
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of the Rest Law Commission and subsequently after a long and 
bitter controversy the Bengal Tenancy Law was enacted in 1886. 

It will be clear from what I have stated above that during the 
period which intervened between the Permanent Settlement and the 
Tenancy Act legislation of 1886, the raiyats generally were too much 
under the domination of the zemindars and one would expect that 
this period was not favourable to the growth, amongst the raiyats, 
of any custom not approved by the zemindars. 

It may be said generally that prior to British rule, landed pro¬ 
perty was never sold in India by order of a judge for payment of 
the debts of the owner. As we have seen voluntary alienation was 
allowed gradually, but the execution of decrees against a debtor’s 
immovable property was a thing not dreamed of. To quote Sir 
Raymond West “ None of the native law books contemplate such a 
mode of redress as available to the creditor. Jagannatha in Cole- 
brooke’s Digest after laying down the general rule that sufficient 
effects should be attached to provide for the payment of what is due 
from a person who has absconded ‘ continues but there is a distinc¬ 
tion in respect to land;’ and after an elaborate discussion of the 
nature of landed property he arrives at the conclusion that ‘ if the 
owner be present, the sale should be made only with his assent.’ Just 
as in the ‘ bonorum emtio ’ of the Roman Law a true dominium was 
held impossible without the consent of the owner. The creditor 
might practise on the superstitious fears of his debtor by sitting in 
dhama at his door; might (somewhat after the Roman fashion) 
drag him before the public assembly and then put him into confine¬ 
ment and make him work. But violence seems to have been regarded as 
inappropriate except in the case of dishonest debtors. To all others 
the Hindu Law is singularly lenient. A respectable man is to be re¬ 
leased on his promise, confirmed by an oath, that he will pay when he 
can; and for this purpose even a Sudra may be respectable. If a debtor 
is prevented from paying punctually, he is to be constrained to pay 
only by small instalments as his means enable him. The proceed¬ 
ing to be adopted in the case of a very indigent debtor is one that 
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oontrasts very strangely with British ideas. A further sum is to 
be taken from the creditor and advanced to the debtor, who from 
the gains he is thus enabled to make must pay both the old debt 
and the new. These provisions resting on texts traced back to a 
remote antiquity, were not mere moral precepts, but a part of the 
living law of the Hindus at the time of the establishment of the 
British ascendancy. Even confinement in jail for non-payment 
. . . was unknown under the Maratha Government or even under 
that of Tippu. Of ‘ attachment in execution' of a debtor’s land 
there is no trace. The fe.^ling of a permanent connection between 
a familv and its estate. . . . still operated to prevent any enforced 
alienation of land, though the religious views in which that 
feeling originated had in the course of ages become dimmed or 
altogether forgotten. An extraordinary degree of efficacy seems 
to have been attached to dunning in its various forms.”* 

After the advent of British Rule a great change took place 
slowly but steadily. The British courts allowed landed property to 
be sold for payment of debt. This profoundly affected the position 
of all classes connected with land throughout India. Lands were 
sold for arrears of revenue as also for debts in execution of decrees, 
and in many instances passed from the old-proprietors to the money- 
lending and trading classes. To quote Sir Ra^rmond West again, 
“ The money-lender grew accommodating in the enjoyment of new 
means of enforcing pa 3 mient. His expectation in many cases was the 
odious one that the contract would not be fulfilled. The tremen¬ 
dous penalty of eviction was but half realised or not realised at all 
by the ignorant landholders.”* 

In Bengal the rigid enforcement of the law for recovery of 
arrears of revenue proved disastrous to the zemindars. Many of 
the bid zemindaries were sold up within a few years of the Perma¬ 
nent Settlement. This attracted the notice of the British adminis¬ 
trators but it was thought that the country at large would benefit 


1 Th« hw^ and thfi Law of India. Op* 21*23« 
i Thi Land and tha Law of India, p- 24. 
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from the e 9 tates “falling into the possession of more able and 
economic managers.”* There can be no doubt that this did 
not better the condition of the raiyats and as already noticed the 
course of subsequent legislation was distinctly to their disadvan¬ 
tage. Nevertheless the new system by which landed property was 
allowed to be sold in execution of a Civil Court decree, had the 
effect of paving the way to a modification of the custom of non¬ 
transferability of raiyats’ holdings. The custom was, as we have 
seen already, that the raiyats’ holdings were not capable of being 
transferred without the consent of the landlord. When raiyats 
holdings came to be sold for debt by coercive process of the Court, 
the zemindars appear to have, for sometime at any rate, acquiesced 
in the position. In early days a fictitious importance was attached 
to all public sales, and the landlords did not often question the 
validity of such sales on the ground that their consent had not been 
given. Sometimes the landlords themselves were the creditors at 
whose instance the holdings were sold. This was the first step and 
in course of time voluntary alienations were made without the 
consent of the landlords. That at one time the zemindars consi¬ 
dered occupancy right to be absolutely saleable is proved by the fol¬ 
lowing admission contained in a petition submitted by the British 
Indian Association in 1851;--“ It has we believe not yet been 
denied that the interest of a Khudkasht raiyat is transmissible by 
sale, gift and succession, and that his right of occupancy does not 
terminate by any of these acts and omissions. In certain points 
of view a Khudkasht tenancy constitutes the highest title to real 
property known to the laws of this country.”* 

The zemindars subsequently receded from this position, 
although it cannot be said precisely when they changed their 
opinion. There appears to have been a crqp of litigation after Act 
X of 1859 was passed. It is unnecessary here to refer to the cases 
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in detail, but the following summary from Mr. Sarada Charan 
M itra’s Tagore Lectures may be quoted:— 

“ This right (occupancy right) acquired by a raiyat in so fitf 
as it is merely statutory, is not transferable. The 
raiyat cannot transfer it by mortgage, sale, gift or ex¬ 
change, nor is the right saleable in execution of a decree 
for money against him. The transferee acquires no 
title by the transfer, and if he succeeds in obtaining 
possession, he is liable to be evicted as a trespasser by 
the landlord, who is not bound to recognise him as his 
tenant. On assignment by the voluntary action of the 
raiyat, he is considered to have abandoned the land and 
forfeited his right, the landlord being entitled to 
immediate possession But custom or local usage may 
make the right transferable, and when it is so, the right 
of transfer may take place by the voluntary action of 
the raiyat or may be effected by the various modes of 
involuntary alienation.”* 

KRISHNAKALI MUKHERJI. 


I The l4mdUw of Bengal pp 209*^00. Moat of the oeaea on nthich this aumman' ia baaed 
were nti^ Aot X of IW and Act VUI of IMO 



THE ECONOMIC CONDITIONS OF THE 
AGRICULTURAL POPULATION IN THE 
DACCA DISTRICT. 

The census of 1911 si owed the population of the district to be 
2,960,402. With the exception of the district of Howrah, a small 
district consisting largely of urban areas, the population in Dacca 
exceeded that of any other Bengal district in density, having prac¬ 
tically double the average density of population in the whole of 
Bengal, including the town of Calcutta. The density, calculated 
on the revised area of the district, is:— 

Population fKjr square mile on total area, excluding big rivers .. 1,0B2 
Ditto ditto land area only ... 1,108 

The density of population varies considerably in different parts 
of the district, from 2,061 per square mile in tham Srinagar to 526 
in thana Kapasia; in Srinagar l/6th of the thana is covered by an 
uninhabited bil, and the density of the population in the remaining 
area of approximately 150 square miles is 2,500 per square mile ; in 
the asali portions of thana Munsiganj the density of population is 
equally great. There is probably no more densely populated rural 
area in the world. 

It is a remarkable fact that, though the density of population 
in 1872 exceeded the average density in the whole of Bengal in 1911 
by 89 per square mile, the population should still have increased to 
such an extent. This increase is not due to immigration; on the 
contrary the census figures show that, whilb Dacca contained 114,621 
immigrants, 160,042 persons had migrated from the district, leaving 
a drain on the population due to emigration of 35,421. It is inter- 
* esting to note that of the immigrants 36,019 came from the United 
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Provinces, Bebar and Orissa mainly as temporary workers employed 
in the towns of Dacca and Narayanganj. Of the remaining 78,602 
immigrants, the majority came with their wives and families evi¬ 
dently to settle permanently in the district. Of these 41,930 came 
from Mymensingh and 12,975 from Tippera and were mainly culti¬ 
vators. On the other Luid about 60 per cent, of the emigrants 
merely left the district temporarily, mainly to serve as agricultural 
labourers; 35,179 went to Mymensingh, 31,757 to Faridpur, 16,031 
to Tippera, and 13,243 to llakarganj. The emigration to Calcutta, 
consisting chiefly of the educated classes, amounted to 16,574. 
These figures point to the conclusion that while in parts of the 
district there is sufficient land to tempt permanent settlers, other 
parts are so congested as to render it necessary for the cultivator to 
seek for labour in other districts to eke out the income from his land 
The average value of agricultural produce per acre in the district 
is Rs. 57 and it is evident that agriculture alone would be entirely 
inadequate for the sustenance of the population. 

There are, however, four thanas in the district, in which the 
population has started on the downward path, or is now on the verge 
of decline; these are Harirampur, Sealo, Manikganj and Nawab- 
ganj. The decline in Sealo is of old standing; Harirampur quickly 
followed suit while Manikganj and Nawabganj have but lately 
joined in the descent. The movement is shewn in the following 
table:— 


Tiiana. 

1 

Variation from 
1872-1911. 


1891 1901. 


190M911. 

SMlo . 

•f 8 per cent. 

+ 

8 per cent. 

+ 

1 per cent. 

H»ririinpur 

+ 23 ., 1 

+ 

1 M 

+ 

fi 

Nftwftbganj 

Manikg^ 

+ 49 ' 




2 „ 

+ 53 

•f 

4 per oent. 

+ 

7 „ 


I have placed these thanas in the above order to show that the check 
on the population commenced in the area furthest up the alluvial, bed 
of the river Padma, and that the effects are gradually spreading fan- 
like from this point. The Padma has succeeded in raising these 
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aifeas to such an extent, as to destroy the internal water system, to 
stop the natural flushing of the area, to leave it water-logged, and 
to create on the fringes of the water-logged area a breeding ground 
for malaria. The sequence in the second column of the above table 
is the surest proof of the guilt of river-action of a crime of nature, 
which operates slowly but inevitably in all deltaic tracts. It can¬ 
not be avoided and attempts at alleviation are still in the theore¬ 
tical stage. The main evil of the condition is the spread of virulent 
malaria, accompanied in the dry and hot weather by epidemics of 
cholera and small-pox. There is little doubt that the next census 
will show a general decrease in population in the area, but it 
is unlikelv that the affected area will spread with any rapidity. To 
the north the formation of the Madhupur jungle is subject to dif¬ 
ferent laws of health and sanitation; in the south the great mass 
of the Arial Bil forms a mighty obstacle; and until the hil tract has 
been raised to the level of the western area, it will remain, as it is 
now, the bulwark and protector of the health of Bikrampur. The 
east of Bikrampur will normally remain healthy, until the basin 
of the river Meghna has reached a more advanced stage of 
development. 

Vital statistics are very imperfectly collected, but the figures 
for the district for the years 1911—1915 are given below:— 


Year. 

No. of births 
per 1,000. 

No of deaths 
per 1,000. 

Variation per 
1,000. 

1911 ... 

34-97 

22-80 

♦ 12*17 

1912 ... 

34-80 

27-20 

4 7eo 

I91S ... 

33 90 

30 20 

♦ 8 70 

19U .. 

31-00 

83-10 

- 120 

1915 ... 

80-70 

30 30 

•¥ -40 


The above table shows an average annual increase in the popu¬ 
lation of only 4'53 per 1,000 compared with an average, as shown 
by the census figures, of 14'80 between the years 1872 and 1901,10‘60 
between 1891 and 1901, and 1190 between 1901 and 1911. As has 
already been noted, the increase, shown by the census, is not due to 
^nigration. It is true that the years 1911 and 1912 were years'of 
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health and prosperity due to the favourable floods, but the ooudi' 
tions of 1915 were not such as to render probable an increase of 
83 per cent, in the death rate and a decrease of 12^ per cent, in the 
birth rate in a quinquennial period. The increase in the death rate 
is undoubtedly due to more efBcient registration, and it is certain 
that apart from the effects of emigration the census of 1921 will con¬ 
tinue to show a large increase in the population of the district. 
The thanawar figures for 1916, however, provided that due allow¬ 
ance is made for the failure to register births and deaths, confirm to 
a remarkable extent the inferences already drawn from the census 
figures with reference to specific areas:— 

Statistics pee 1 000 op the Population. 


Thlnft. 



tton 


Th&n&. 



4 24 R&ipura 
+24 Kftpasift . 

4*16 Kerftni.anj 
+ 2 Sftbhftr 
+ 7 Naw&bfl^J 
+12 Daooa Town 
+ 15 

Total 


Birth 

rate. 


30 

29 

32 

27 
25 

28 



31 30 4- 1 


It is obvious that the registration of births is very imperfect. 
The figure for thana Sabhar is difficult to explain except by an epi¬ 
demic of fever in 1915, but thanas Harirampur, Sealo, Manikganj 
and Nawabganj maintain their unhealthy reputation, while thanas 
Narayanganj, Rupganj and Raipura continue to show a heavy in¬ 
crease. The health of the thanas on the Meghna basin is in vivid 
contrast to those which lie up the course of the river Padma and 
adds still further proof to the theory advanced in the former 
paragraph. 

Of the total population 1,992,667 or 67 per cent, are supported 
by agriculture; of these 22,323 are landlords’ agents and their depen¬ 
dents; 21,988 grow vegetables, flowers and betel-vines; 85,811 are 
dependent on the collection of rents, while 1,862,546 or 63 per cent. 
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of the total population are de])endent on ordinary cultivation, ft 
is surprising to note that one person receives rent for every 22 who 
pay, but the fact is accounted for by the large numl)er of petty 
estates and tenures, and the complexity of subinfeudation in the 
district. Of those actually employed on cultivation, 66,670 are farm 
labourers, the remaining 1,795,875 being the families of actual cxd- 
tivators; of these 1,609,272 are dependents and 486,602 workers. 
It is interesting to note especially with reference to the hargn prob¬ 
lem that of actual workers only 6 have classed themselves as 
labourers to 100 cultivators This affords strong evidence against 
the presumption that the hnrgndar considers himself by custom +0 
be a labourer. In 1872 the niunlier of agricultural workers was 
returned at 280,688; the increase up to 1911 works out at the rate 
of 187 per cent annually, or '66 per cent higher than the average 
for the whole population of the district The proportion of actual 
agricultural workers t) the total population has thus risen from 
15 to 16 per cent This increase is probably accotinted for by the 
extension of cultivation in the north of the district, and by a more 
rapid rate of births amongst the cultivating classes, and not by any 
reversion from trade to agriculture 

The census returns show that of the agricultural workers 
59,604 or 12 per cent had subsidiary occupations in addition to 
their agricultural work; the return is probably incomplete, but 
serves as an indication of the extent to which pressure on the land 
is compelling the cultivator to seek for other means of maintjiining 
himself. The incompleteness of the return is shown by the fact that 
only 3,780 men, or 8 in every 1,000 cultivators admitted that they 
worked in addition as agricultural labourers. As a matter of 
practice a very large number of cultivators migrate to other districts 
at the time of the harvesting of the crop, and the figure should pro¬ 
bably be at least 10 times the reported numbers. There is no means, 
however, of estimating correctly the income derived from such sub¬ 
sidiary sources, and as a rule it cannot form more than a small 
Amount of additional grist to the mill. 
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The population dependent on the l^d may be divided into tbiee 
tnain dasses, those dependent on rents, those dependents on the pro¬ 
duce of the soil, and those dependent on miscellaneous profits. The 
following table will show their number, divided into sub-classes:— 


OlaM. i 

8ub*oUs8. 

Totol 

number*. 


Dependents. 

1 Dependent on rent 

(a) Landlords, etc. 

85,811 

22,466 

63,365 

(h) Landlords’ amts, etc. 
(a) Oultivators <S crops .. 

22,828 

6,132 

17,191 
1,309 278 

II Dependent on produce 

1,786,876 

486,602 

(b) Growers of betel, vege¬ 
tables, etc. 

21,088 

6,628 

1S,46S 

III Dependent on niisoella* 

(a) Farm labourers 

66,670 


3S,706 

neouB profits 

(h) Woodcutters, herds¬ 
men, etc. 

7,886 

6,682 


Total 

. 

2,000,fi02 

827,260 

1,178,242 


This classification is not meticulously accurate. The landlord, 
who collects part of his rents on the basis of a proportion of the 
crop, is necessarily dependent in part on the produce; a year of 
dearth will also affect his realization of rent, probably, however, 
only temporarily. Of those dependent on the produce, a small pro¬ 
portion will also receive a small amount of rent in cash. The third 
class obviously must depend entirely on the general prosperity of 
the district. The table in itself, however, affords important infor¬ 
mation. The third class, which is composed of the poorest members 
of the community, landless and to a large extent homeless, consti¬ 
tutes less than 4 per cent, of +he total population dependent on the 
land; this affords a sure proof of general material prosperity. The 
first class constitutes 5 per cent, of the total, while cultivation mono- 
polizas 91 per cent. Tt is further interesting to note the proportion 
of workers .to the total of each class:— 

T (o) 26 per cent., I {h) 23 per cent, TT (a) 27 per cent., TT (6) 30 
per cent., TTT (a) 46 per cent., TTT (6) 71 per cent. 

The last figure is an incontestible sign of the poverty of the 
third class. 

The material condition of classes T and TT depends larg^ on 
the occupation of the land, the first class depending on occupied 
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area, /.«*., land for which rent is paid, the latter on cultivated land, 
i.e., land on which crops are produced. The total land area of the 
district, excluding all rivers and streams, is 2,648 square miles, 
of which 2,039 or 77 per cent, are cultivated, l7l square miles or 
6 per cent, are culturable, but not cultivated, and 438 square miles 
or 17 per cent, are unculturable. Of the cultivated area, however, 
708 square miles or 35 per cent, bear two or more crops, with the 
result that the cropped area exceeds by 4 per cent, the total land 
area of the district. 

Only 1 in 25 acres of land capable of bearing crops is left 
fallow every year, compared with 1 acre in 10 in Bakarganj, and 
1 acre in 3 in Purnea. These figures show the extraordinary pres¬ 
sure on the soil in Dacca, and this pressure is more forcibly shown 
in the fact that the actual current fallow in th» district is only 14 
square miles. This implies that a period of 156 years is required 
until every acre has been relieved of its burden of bearing its one or 
two annual crops. 

Uonsidering the extraordinarily small rest given to the land, it 
is surprising to see yet a further effect of the pressure on the soil 
in the fact that no less than 35 per cent, of the cultivated area is 
made to bear two or more crops a year. The figure of 35 per cent, 
may be compared with 13 per cent, in Bakarganj, 29 per cent, in 
Purnea, 20 per cent, in Monghyr and 46 per cent, in Muzaffarpur. 

The condition of the agricultural classes is largely shown by 
the circumstances in which they live. The Dacca culti¬ 
vator lives in a degree of comfort unknown in the western 
and northern districts of Bengal; the sites of the houses 
are large and well raised; the houses themselves are ordi¬ 
narily large and of substantial construction; the majority of 
homesteads have their tanks and gardens attached, and the cleanli¬ 
ness of the site itself, if not of its surroundings, is indicative of the 
true instinct of the people—instincts unhappily perverted by their 
complete ignorance of the principles of sanitation. Out of every 
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thousand recorded homesteads, including those of the non-agricul- 
tural classes, the conditions of whose residence compares unfavour¬ 
ably with those of the cultivator, 7 were built of brick, 322 partly 
and wholly of corrugated iron, and 671 of mat or mud walls and 
thatched roofs; the baked or dried mud walls of the northern divi¬ 
sion compare not unfavourablv with the average brick structure. 
Of the total number of homesteads, 41 per cent, were classed as good, 
:i(> per cent, as fair, and only 23 per cent, as bad. The density of 
population is indicated by the fact that 147 homestead plots are found 
in every scjuare mile, varying from 275 in tharta Srinagar to 64 in 
thnna Kapasia; each homestead contains a population of 7'56 per¬ 
sons; as each homestead plot, however, contains on an average 255 
residential buildings, the population per building is only 3. This 
figure does not point to overcrowding, but it is a curious fact that 
the more prosperous areas show a greater density of population per 
homestead plot than the decadent thonas This is due to the fact 
that owing to the demand for cultivable land and, excepting in the 
northern division, owing to the physical formation of the country 
which naturally restricts tJie area fit for homesteads and is not cap¬ 
able of expansion without a great outlay, the increasing popula¬ 
tion does not expand the homestead area, but tends to concentrate 
on the original homestead sites The decadent ihanas accordingly 
show a lower density of population for homestead than the more 
thriving areas It is further worthy of note, that land which has 
once been appropriated to homestead sites seldom reverts to agri¬ 
culture; this is due to the higher rates of rent demanded by land¬ 
lords for such sites, and to the difficulties of irrigating sites above 
the flood level. ^ 

It has been noted that 1,08,134 persons in the district are depen¬ 
dent on the collection of rents, while 1,817,863 are dependent on 
the produce of the soil It was further observed that the distinction 
lietween these classes is not absolutely accurate. Statistics collected 
during settlement operations are classified on the basis of the defini¬ 
tions of proprietors, tenure-holders, raiyats and under-raiyats in 
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the Bengal Tenancy Act. Broadly speaking proprietors and tenure- 
holders constitute the class dependent on the collection of rents, 
raiyats and under-raiyats the class dependent on the produce, but 
in admitting the claims of contract against those of agricultural 
and economic status, the Act admits of the inclusion of a proportion 
of rent-dependent in the class of raiyats. The proportion of middle¬ 
men recorded as raiyats is not, however, largo, and may l)e disregarded 
for general statistical purposes .Vt the same time rec-orded land¬ 
lords may be residents of other districts; their numbers are, however, 
counterbalanced by lands held in other districts by resident land¬ 
lords. The actual income of the rent-receiving classes, so far as can 
be calculated from the present statistic.^, is as follows : —- 


Source of income. 

By receipt of rent 

By valuation of share of jiroduce of 
recorded hivfjtt lands (</) ... 

By %aluation of lands for which rent 
is temporarily not paid 

Lands recorded in possession of 
proprietors and tenure-holders {b) 
(/) 0(tKiri forest ... 

(//) Lands recorded as cultivated 
by self or hired labourers ... 



Amount. 

Hs, 

i.^do.ooi 

(3y,(>03 acres at 

Hs. J 5 per acre ) 


(20,024 acres at 

Rs. 2-8 per acre.) 

r)],5(i() 

OC,Od4 acres 

l,07,»!l() (r) 

(74,518 ocies at 

Uk. 15 per acre ) (f/) 

11,17,770 




iJethicl —Amount payable us revenue and rent ... ] 2,39,;ir)7 (/ ) 

Nett profit ... 52,02, 


( ) Oiilturii hivM lit'cii calculated at only 12 mauudfi ot paddy per acre valued at IN, 2S 
]>cr niaiuid of half the pnxlucc, (.< . d iiiaimds ; 2.’» per cent, of }Kirya lands arc liehl on the 
(fliat/iiukantrt Rysteni, the average piyineiil liciiig aLjut d mounds p<‘r acre, hut nnmemus iiistaiiccM 
of much liighcr payments oame to light, t .tj., 3d iiiauiids per acre in one iiistaiioc 

(A) 70.030 acres of unoccupied Linds (jungle marsh, sand, roatl, etc.), »ind ‘;it5,3in acich o) 
bome8t''ad and tank have been excluded fn»m valuation • I’hc latter figure is approximate and 
iijooiiie from garden produoi‘ (seldom wld) h.is liecii disregardwl. 

(r) This figure IB deriv'^wl fi'oin the ocrh valuation figures ; there is nodoidit that the avcrage 
annual iiiooiiio is ni reality eonsidendily higher. 

{^/) Valuation has lieen made on the same principle as htmjn lands. 'I’he \.dilation is <*leaily 
^an understatement, hut takes int^) full aeeount o«)»t of pnxluotion lalMior, agiicultuiHl stock, etc 
(r) Revenue paid for entaU's of other diatricts has l»c*en excluded ; it is oouuteriMilarie(*d hy lauds 
held by Dacca estates in other <listrietp. 
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This calculation of profits is not, however, exhaustive. Apart 
from the fact that rents are frequently realized at rates higher than 
those which it is legally possible to record there are two other major 
sources of income opefi to the landlord. Of these the one is legal, 
the other, which unfortunately is no less common, is illegal. The 
former consists in the enforcement of the payment of a premium 
(ttalamt) on the transfer of a holding on the creation of a new tenancy, 
whether in old lands or new formations. In the case of transfers 
the premium is ordinarily 25 per cent, though occasionally 33 per 
cent, of the purchase money; in new chars it depends largely on 
the condition of the char, the title of the landlord, and the amount 
of assistance which the tenant is required to give in the creation, 
enforcement and retention of his landlord’s title. Assuming that 
the area transferred, or newly-settled, each year is as low as 2^ per 
cent, of the land area of the district and that the price of land is as 
low as Rs. 100 per acre, the annual profit to the landlords from this 
source will amount to Rs. 9,00,000, increasing the total nett legal 
profits of the class to Rs. 61,02,252. 

The second source of income is covered by the generic term 
“ abwab." To say that the abwab is a disturbing feature in the rela¬ 
tionship between landlords o^nd tenants in Dacca would hardly be 
a fair statement of the facts; it would certainly be incorrect to as- 
stime in a district where rents rule low and the land is generally 
fertile, that the abwab as generally levied falls hard upon the tenant. 
A bwabs are divisible into two main classes—the routine and the cere¬ 
monial, the former consisting in the regular demand of a certain 
percentage on the rent payable, or less frequently of a fixed payment 
per tenancy, the latter in the extraction of a lump sum on the occa¬ 
sion ^f certain events. The origin of the former class is traceable 
to the early years of the eighteenth century when they 
were imposed as a means to cover the increase of revenue 
demanded by the Naib Nazims of Dacca. These abwabs 
were admitted by the early British administration and the legisla¬ 
tion, which culminated in the Decennial Settlement, sanctioned the 
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inclusion of abwabs in the rent, while forbidding the imposition of 
additional abwabs. The unsoundness of this principle is apparent; 
it failed to consider the possibility of abolishing several generations 
of practice. Rents were increased and abwabs continued and to the 
present day the landlords of Dacca have developed this precedent and 
augmented their rents by the inclusion of abwabs. It is not the 
amount of the abwab, but the lever that is created for the enhance¬ 
ment of rents, that constitutes the evil of the system in Dacca. The 
growth of the present system is of old standing. “ It appears ” 
wrote the Collector in 1821,* “that the zemindars in this district 
do generally exact from their raiyats not only bafta kharach at the 
rate of { anna in the rupee above the rent, agreed upon, but many 
others differing in name in different parganas. For instance, the 
proprietors of the 9 and 7 annas share of Pargana Bhawal levy from 
their raiyats exactions under the following head, viz., batta kharach, 
kharach dassora, kharach fouzdaree, kharach parchae jnmustanee 
(or winter clothes), kharach ijaardaree, kharach holes and kharach 
jattra.” It appears that these abwabs were intended to cover all 
costs of collections, the requirements of the estate staff and the 
expenses incurred at all the important festivals. The custom has 
died hard, and when settlement operations commenced in the area, 
abwabs varying from 2^ to 5 annas in the rupee were discovered 
throughout the estate. One type of abwab known as magani (or 
alms) was reputed to be an optional exaction! The blight, how¬ 
ever, was not peculiar to Bhawal. Excepting small areas in the north¬ 
east of the district where the raiyat has temporarily gained the 
upper hand and even rent is unrealizable, or excepting areas where 
the number of petty co-sharers is so abnormal as to jeopardize any 
regular collection of rent, or the power of the petty absentee tenure 
holders is too slight to admit of contrql, abwabs are realized 
throughout the district, more especially by the powerful landlords. 
Often a consolidated abwab of 2 annas or 2 annas 6 pies in the rupee 


* Collector to Board dated 6th Septemher 1821. 
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i» levied, occasionally the ahwah is levied on area; in the neighbour¬ 
hood of Dacca town, the abwah is ordinarily calculated on area and 
averages 25 per cent, of the rent. The cost of a rent receipt varies 
from 2 pice to 4 annas, collection expenses (tahuri) from 2 pice to 
2 annas in the rupee; road cess is often realized from raiyats at 
twice or thrice the legal rates. A group of important zemindars 
in the west of the district realize from their thousands of tenants 
an annual tax of one anna in the rupee on the rent to defray the 
expenses of providing the rope for the famous Rath-jatra festival 
at Dharmrai. Occasionally the nhicab assumes the form of a license 
tax, such as the poll-tax of Re. 1-4 on the potters of Raiyer Bazar 
near Dacca town, and a cart tax varying from Rs 3-8 to Rs. 4-8 
in the forest area Such impositions are illegal, but it 
is extremely improbable that they can be stopped until 
the cultivator has been educated sufficiently to enable him 
to have a dearer conception of his rights and .status. In 
Dacca it must be remembered that the average rental paid by the 
raiyat is less than 1 /20th of the gross produce of the soil, and 
accordingly that, however, high the pitch of abwab, the strength of 
his economic position cannot be materially affected. There is little 
probability that the cultivator will attempt to rid himself of this 
time-honoured custom. 

The second class of abwab is, however, far more detrimental in 
its effects. It consists in the enforced payments to the zemindar 
either in money, kind, or labour on the occasion of certain 
events. Such fines are clearly enforcible by powerful landlords only 
and it is seldom that they are enforced if the landlords are absentees. 
ICxcluding Bikrampur, where the majority of the middle classes are 
engaged in service, with the exception of one important powerful 
example of a residential landlord in that area, a considerable pro¬ 
portion of the area of the district is held by resident landlords. Of 
the lending 24 landlords, however, it is impossible to select three who 
interest themselves in the development and improvement of their 
estates In two such estates, the collecting agency is selected 
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ajinually by public auction, the highest bidders being entitled to 
prey for the period of a year on the cultivators placed under their 
charge. The bargain appears to be a profitable transaction. It is 
only where some abnormal exaction is required that the personal 
interference of the zamindar is requisite In such estates the col¬ 
lection of the fees for the marriage of a tenant’s son, varying from 
Re. 1 to Rs. 2-8, or for the marriage of his daughter, a slightly less 
expensive family ceremony, the fine for the use of a palanquin at 
Rs 10 or of an elephant on such occasions at Rs 25 is normally 
entrusted to the naib When a ceremony is to take place in the 
family of the zamindar, the zamindar’s own interference is ordi¬ 
narily essential On the occasion of a <tradh ceremony in their land¬ 
lord’s family, the tenants of raauza Simulia alone in tbana Sabhar 
were mulcted in the sum of Rs 8,000 The cost of the erection of a 
theatre at the house of the same zemindar involved an exaction of 
Rs 10,000 from the tenants In the neighbourhood of Sikaripara 
in thana Nawabganj incontrovertible evidence has been produced to 
prove the imposition of numerous fines in individual cases to the 
extent of Rs 250 for breach of the estate rules or for refusing to 
obey the impossible and illegal demands of the landlords Such 
instances, coupled with the practice of beqar (or enforced labour), 
imply the existence of oppression which it is difficult to realize; 
illegal evictions, false criminal prosecutions, fortuitous fires and the 
open destruction of homesteads by means of elephants are the 
ordinary methods of nro'^edure in such cases It is on the estates ( 
the few powerful residential landlords of the district that the 
picture is blackest Tn a portion of Sealo thana, in the south-east of 
thana Manikganj and north-west of thana Nawabganf, in the centre 
of thana Srinagar, the north-east of thana Narayangan] and the 
west of thana Rupgani and spasmodically in the north of the district 
the cultiyator is at the mercy of the landlorti Tn the large area of 
the district, howeyer, occupied by petty landlords or the remnants 
of d eoHning families, the position of the cultiyator can be painted 
th far brighter colours, and it would be erroneous to estimate the 
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general condition of the Dacca cultivate from that of the leu for¬ 
tunate minority. Where the ceremonial ahwab eaists it is employed 
as an engine not merely of financial extortion but of physical oppres¬ 
sion, and the limitation of the evil in Dacca is due solely to the 
fortune by which a complex system of petty landlords has been 
developed over the greater part of the district. 

It is not possible to estimate with any degree of precision the 
income derived by the landlord classes of the district from the 
imposition of dbwabs, both routine and ceremonial. Estimating the 
amount at slightly less than annas in the rupee on the cash 
rent-roll, the proceeds of abwabs would amount to Rs. S,60,00fi; this 
estimate must be well within the mark. The actual income of the 
landlord classes from the land accordingly amounts to Rs. 64,50,000, 
or approximately l/16th or 6^ per cent, of the gross value of the 
agricultural produce of the district. It is obvious that, whatever 
may be the defects in the economic position of the cultivator, it is 
not due to the effects of landlordism, and that the proportion of the 
agricultural wealth of the district that accrues to the landlord is 
cmnparatively small. On the other hand, it is interesting to note 
that in the discussions that preceded the Permanent Settlement, it 
was laid down by Grant and accepted by Shore that the state was 
entitled to ^th of the gross produce, less 1/lOth due to the semin- 
dafs< On this basis the total profits of the proprietary classes should, 
on the basis of the value of the gross produce of the district, be res¬ 
tricted to Rs. 26,97,750, while the revenue should amount to 2^ 
crores of rupees, compared with a present sum that fails to total 
6 lakhs of rupees. On the basis of the last census figures, the in- 
omne of each person of the landlend class from the land is Rs. <60, 
or. Rs. 235 per family. Were this income equally distributed it 
would, though little in excess of that of the eultivator, form a pos¬ 
sible basis for the support of the class, but it is clear that in a dis- 
triet a portion of which consists of extensive estaites mid the 
reniainder of petty estates subdivided into minute tenioes, an equal 
distribution is impossible. It is further evident that in a district, 
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plractacally every acre of which is now assessed to rent, and in which 
the rental is capable under the law of an increase which is hardly 
commensurate with the increase in the landlord population,* the 
condition of the landlord classes, as far as they are dependent on 
their income from the land, must continue to deteriorate. The class 
of landlords, which is most affected, is the petty landlord, whether 
proprietor or tenure-holder, such as is found in such numbers in 
Bikrampur and other similar areas of the district.X 

There is evidence to prove that at the time of the Permanent 
Settlement, Bikrampur was densely inhabited and closely cultivated; 
there is further evidence to show that there has been little material 
alteration in the rent-rolls of the area. The increase in population 
has been extremely heavy, while the price of rice has increased more 
than five-fold. This account applies with equal force to other areas 
of the district, where petty landlords abound. It is impossible to 
view the conditions now existing—conditions which must increase 
in perplexity without grave feelings of anxiety. From the figures 
that have already been given, it is clearly impossible for the petty 
landlord to remain dependent on the land and it is very doubtful if 
the difficulties of the present situation were ever realized by the 
promoters of the Permanent Settlement; it is certain that they were 
never considered. However that may be, the income afforded by 
these petty estates and tenures remained for some three generations, 
augmented by the income of the few family members who were 
engaged in service or the professions, sufficient for the maintenance 
of the family. The system encouraged a life of idleness no less in 
the petty than in the extensive estates, and the cancer of idleness 
has grown deep into the family system. The economic stress has 
created a social evil. During the past fifty years, as the population 
and the cost of living have grown apace with no compensatory in- 
Citease in income, with the joint family system deep-rooted in the 


* Even allowing an increase of rent throaghout the distriot at 2 annas in the rupee« the 
increased inoome of the landlorda would amount to Rs. 5,00,000 only or less than Rs. 5 per head. 
TJiis rent could not be enhanced for 16 years ; the enhmoement would amount to 124 pe** oent. 
agidMit a probableiiiohsase of population of 15 per cent., in the same period . 
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people of the class, Uie position has grown acute; poverty has fol¬ 
lowed in the steps of comparative ease and affluence, and the land¬ 
lord cries out against the injustice and the harshness of the times. 
The drone in affluence is hated though tolerated by society; the drone 
in poverty hates and refuses to tolerate society, and the result has 
been the creation of an extensive body of men, sprung from respect¬ 
able families, whose energies are perverted to the abolition of law 
and order. To those who know the petty landlord classes of Dacca, 
there can be no doubt that the anarchist has been bred from the accen¬ 
tuation of this economic impasse. 

It 18 a difficult task to remedy an evil which has not been tackled, 
until its development has become dangerous. To increase the in¬ 
come of the petty landlord by an increase in his rent-roll would 
merely postpone and develop the acuteness of the problem, and at 
the same time undermine the economic stability of the far greater 
class of cultivators. An outcry has been raised against the commu- ' 
tation of produce rents in such areas, but the economic curse of pro¬ 
duce rents, their heavy drain on the general wealth of the country, 
and their support of the useless drone have not been considered. It 
is clear that the petty landlord class must have recourse to other 
spheres for its maintenance, and that any remedy that may tend to 
recreate reliance on the income from the land, can only len,d to an 
accentuation of the present situation. There is no land in the 
world an acre of which will support three persons, such as the soil 
of Bikrampur is now called upon to do. Within the past few years 
there have been welcome indications that the position of affairs is 
gradually becoming realized, that a larger proportion of the fami¬ 
lies of petty landlords are seeking service further afield. But the 
professions of law, medicine, teaching and Government service 
cannot form an inexhaustible source of income, and it can only be in 
handicraft and trade that the majority of the class can find adequate 
employment. There is prejudice to overcome and prejudices die 
hard, but until the termination of the eighteenth century the wealth 
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for which Dacca was famous consisted solely in its trade and handi¬ 
crafts. Possibly the decline in Dacca trade may have been hastened 
by the Permanent Settlement, and the hopes of the life of ease which 
it engendered. These hopes have now been dispelled. The new 
spirit can only be fostered by social reform which will induce the 
landlord class to look for its salvation to those pursuits in which 
the wealth of all great nations is bound up. 

The cultivating classes are almost solely dependent on the 
produce of the soil and income derived from allied sources. The 
total agricultural produce of the district has been valued at 
Rs. 10,39,10,000. Of this amount, however, Rs. 17,13,165 is ob¬ 
tained from direct cultivation by the landlords, while a sum of 
Rs. 39,22,853 is paid to the landlords as rent and Rs. 12,50,000 as 
salami and abwabs. This leaves the cultivating classes with a nett 
profit derived from agriculture of Rs. 9,70,23,982 per annum. 
The total income derived from the sale of dairy produce 
probably amounts to rather more than 3 lakhs of rupees; this 
can reasonably be considered as income from agricultural sources, 
raising the total annual profit to Rs. 9,73,25,000. The income of the 
cultivator is not, however, confined to agriculture; a small propor¬ 
tion are engaged in fishery, others in boat-bxiilding; weaving increases 
the income of others, while others again are employed as chaukidars 
or labourers. Income from such sources has been disregarded as 
they are not intimately connected with agriculture and do not mate¬ 
rially affect the problem of the capacity of the land to support the 
cultivator. The estimated value of the agricultural produce is 
naturally based on average prices, and prices fluctuate greatly. A 
rise of Rs. 2 per maund in the price of jute would increase the in¬ 
come of the agricultural population by 76 lakhs of rupees or more 
than Rs. 4 per head. On the other hand, the great fall in jute prices 
in 1914 reduced the agricultural income 'by 1^ crores of rupees or 
more than Rs. 8 per head. Accepting the average for working pur¬ 
poses, the annual income works out at Rs. 53 per head or Rs. 197 
* per wcMrker, compared with an average income of Rs. 60 per head 
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eavned from tlie same sources by the landlord class. Calculated on 
the basis of area the income amounts to Bs. 57 for every acre of land 
in the district. These figures indicate a degree of agiicultciral 
prosperity, which is probably equalled by few districts in the 
province. 

Cultivation, however, requires certain incidental expenditure, 
and for such expenditure capital is required. The total estimated 
value of houses in the district is slightly less than 9 crores of rupees, 
of which 6 crores have been estimated as the value of the houses of 
the agricultural population; the value of ploughs, bullocks, apart 
from subordinate agricultural stock exceeds 2 crores of rupees. If 
the cost of means of transport be added, the total agricultural capital 
will exceed the annual value of the produce of the soil. Amfmgst 
a thrifty population this capital might be very largely provided out 
of savings. The Dacca cultivator is not a thrifty being. He is 
exteavagant in his mode of living; he is lavish in his entertainments 
and cereimmies; he is very litigious and litigation is not a cheap 
form of amusement. The Dacca cultivator saves nothing and for 
his wants he is compelled to have recourse to loans, a temporary 
expedient in the first instance, but one which invariably becomes 
a permanent entanglement. I quote a specific example. One 
Umedali Bei>ari> of Astapaika in Bupganj thana, was the possessor 
of a large holding of some 20 acres. Some 12 years back he bor¬ 
rowed the small sum of Bs. 25 on the occasion of his son’s marriage 
After 3 years having repaid neither capital nor interest, he executed 
a fredl) bond for Bs. 50; after the lapse of another three years his 
creditor dmnanded repayment, or, in lieu thereof, the cession to him 
of one acre of land. The debtor refused and borrowed from an- 
otlMr man the sum of Bs. 100 to repay the loan. This amoimt being 
less by Bs. 12-8 than the principal and interest due was refused by 
the money-lender and while Umedali was wondering whence the 
balanee might be obtained he squandered the whole amoimt. His 
debts now exceeded Bs. 500, the 12 yeus’ growth of a loan of Bs. 26. 
1' have quoted this case as typical for several reasons. In the first 
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place, it tenils to show that the indebtedness is not mere agrioultnra] 
capital in the strict sense of the term; secondly, it proves that it is 
not only the original loan, but largely the accumulated interest that 
constitutes the debt of the agricultural classes, and thirdly, it hints 
at the possibility of the money-lender actually obtaining possession 
of his debtors’ property—a possibility that is often realized in 
practice. 

From statistics collected during the settlement operations it 
appears that families inhabiting 185,889 out of 391,894 homestead 
plots are involved in debt; these figures are, however, clearly an 
underestimate. The total indebtedness recorded amounts to 
Rs. 4,76,00,553; there is no doubt, however, that this figure again is 
an underestimate. On the figures recorded the total indebtedness 
amounts to only '46 of the produce of the soil, and to rather more 
than 12 times the actual rental of the land. The incidence of indeb¬ 
tedness per cultivated acre averages Rs. 36 for the whole district, 
varying from Rs. 79 in the Munsiganj subdivision to Rs. 23 in the 
Sadar subdivision. In no area does it exceed j of the average sale 
price of the land. It is quite clear that the loans are granted on 
very sound security, whether that security be the produce of the 
land, or the land itself; the amount of indebtedness appears to vary 
largely with the value of the land. It is impossible, however, to deter¬ 
mine the exact constituents of this mass of indebtedness. After a 
successful harvest the average cultivator will spend the whole of the 
proceeds. He will doubtless add a weight of corrugated iron to his 
homestead. He will purchase the best cattle available and the remain¬ 
der will quickly be spent on feasts or litigation. When the rainy 
season approaches, he is compelled to borrow; as the flood rises, he 
is compelled to sell his cattle, owing to lack of fodder, at a price 
that is seldom J of the original cost; that is the only return of his 
harvest expenditure; to reap the crop he is ordinarily compelled to 
bwrow again. There is little inclination to repay. This inddb- 
''tedness is practically of a permanent eharaoter and is treated by 



286 


The Bengal Eeonomie Journal 

the cultivator as his capital; but the time must oome, when his capi¬ 
tal has increased to such an extent, that he will no longer be able 
to hud security for his loans. The existence of a large amount of 
debt at present is no sign of poverty; capital increases with pros¬ 
perity and rural indebtedness in Dacca is no exception to this rule. 
Whether the capital is invested to the best advantage is another 
question. The rural money-lender provides the capital for agri¬ 
culture, and is, in the absence of a superior agency, a necessity. 

The highest rate of interest recorded amounts to 160 
per cent, per annum, but the rates ordinarily in vogue 
are 24 per cent., 37^ per cent, and 75 per cent.; the rate 
of interest depends largely on the security offered and the 
season of the year when the loan is required. The average 
rate works out approximately at 45 per cent, per annum. 
This necessitates the annual payment of Rs. 2,14,20,000 to the 
money-lenders, or approximately 1 /5th of the total produce of the 
soil or 5^ times the total amount paid as rent to the landlords. Every 
person supported by agriculture, while paying an average of Rs. 2-8 
as rent, pays yearly as interest the sum of Rs. 12 or slightly less 
than J of his average share in the produce. Without considering 
' the increase of agricultural capital or indebtedness, the cultivator, 
under present conditions, is compelled to pay 25 per cent, of his nett 
income for the use of agricultural capital. It is clear that such pay¬ 
ment is abnormal and is not justifiable even by the uneconomic exces¬ 
sive distribution of agricultural stock due to the small size of the 
average tenancy. The main cause, however, is the high rate of in¬ 
terest, a rate that is only justifiable owing to the frequency with 
' which interest remains unpaid and the loan becomes an unredeemed 
but ever-increasing capital. The system as it develops can lead 
only to agricultural bankruptcy. 

Even admitting that the amount of indebtedness is a proof of 
the solvency of agricultural conditions, the present system can only 
be stigmatised as pernicious. The annual interest payable, exceed¬ 
ing 2 crores of rupees, must be largely diverted from agriculture, for 
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it is certain that the amount is not restored to agricultural circula¬ 
tion; for agricultural capital or indebtedness is not increasing at so 
vast a rate and there is no other means by which it can be restored 
to circulation. No portion of it is employed on the improvement 
of agrarian conditions. The greater portion is diverted to a small 
class, where it lies withdrawn from circulation and serves no econo¬ 
mic purpose. This is not, however, the main evil. The main evil 
is the vast upheaval which is likely to be caused in agrarian condi¬ 
tions—a state of affairs which has not been considered by the legis¬ 
lature. The security for agricultural debt is the actual property 
of the cultivator, his stock and his interest in the land; in the last 
resort the debt is realized by the sale of the land; the stock is seldom 
sufficient, the produce is ordinarily too difficult to attach. In Dacca, 
especially in the north-east of the district, money-lenders constitute 
the vast majority of the newer class of landlords, the property being 
acquired ostensibly for the purpose of promoting their main busi¬ 
ness of money-lending. In one notorious example in the chars of 
thana Baipura, a patni lease has been executed by a money-lender 
at a rental considerably in excess of the raiyatwari assets; such 
leases are not infrequent and are rapidly increasing in numbers. 
In instances where the money-lender and the landlord are one and 
the same person, the .stability of agricultural capital ceases to exist. 
A loan is granted for a specific term of years on the security of the 
holding; if the loan be not repaid by due date the holding is sold 
and is invariably bought in by the money-lender in his capacity 
as landlord. The debtor is ordinarily permitted to remain on the 
land, but his rent is raised to an extortionate extent. In thana 
Baipura, the alteration of a rent from Bs. 5 to Bs. 76 under such 
conditions is nothing extraordinary and the cultivator is left strug¬ 
gling for ever in the clutches of his landlord. The frequency with 
which such dhaki tenancies are now being created is appalling. 
The position of the landlord is legally sound. He has purchased 
the holding and he has the fullest liberty in the eyes of the law 
to settle it with whom and at what rent he pleases; the debtor has 
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no remedy, and has but a poor measure of intmrferenoe in the bar¬ 
gain. Even where the mon^-lender is not the landlord, he pur- 
^ases the holding, and whether he be treated as a rai^t or a 
tenure-holder, there is little in the law, beyond the inoperative 
provisions of section 48 of the Bengal Tenancy Act to prevent him 
resettling the land at an extortionate rent either in cash or on the 
produce system. It is not the oppression or extortion of the land¬ 
lord qua landlord, but the onslaught of the money-lender, often of 
the landlord qua m(mey-lender, that is eating into the vitals of 
Dacca agriculture, and destroying the basis on which a prosperous 
agricultural population must rest—a free use of and interest in 
the land with the prospects of reasonable profit. 

Agricultural capital is essential in a country where holdings 
are very petty and the cultivator is free apart from the payment of 
rent, and, subject to the very lenient provisions of the law of ten¬ 
ancy, independent of his landlord. I have attempted to show that, 
though the indebtedness of the agricultural population in Dacca is 
not solely agricultural capital in the true sense of the word, i.e., in¬ 
vested in the cultivators’ stock in trade, it is nevertheless an invest¬ 
ment in the necessities of his life—an investment to state matters 
briefly in his thriftlessness. Extravagance is no less a necessity to the 
Dacca cultivator than his plough and cattle; the latter may be 
borrowed, the former must be paid for and no solution of the 
i^arian puzzle can disregard the necessity of extravagance. At 
present the amount of agricultural capital does not amount to one- 
third of the cultivators’ security. There are, however, indications 
that the increase of capital is far more rapid than the redemption 
of the debt 4 tnd that, if accumulation of debt proceeds upon the 
present lines the time cannot be far distant when capital will no 
longer be forthcoming, and when the cultivator will be entirely at the 
mercy of the mahajan. Knowledge of past agricultural conditions 
is not sufficient to indicate the period when the tide of indebtedness 
oommmioed to flow, but it appears to date roughly from the passing 
of the Bengal Tenancy Act and the period when the value of the 
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produce of the soil commenced to rise rapidly and the security 
afforded by the Act gave the cultivator a greater security for his 
thriftlessness. The remedy must follow two lines; firstly, the culti¬ 
vator must be enabled to obtain his capital at a reasonable interest, 
and trained to repay this interest together with the redemption of 
any excessive capital within reasonable periods; secondly, the 
money-lender must be prevented by law, whether he be a landlord 
(xc not, from acquiring an interest in the land which may affect pre¬ 
judicially the position of the actual cultivator. At the same time 
the greatest care is required to prevent the cheapening of loans 
occasioning an increase in thriftlessness. 

The germ of the first line of remedy is found in the creation of 
co-operative credit societies. The movement commenced in the 
district in the year 1906 and within 10 years 107 societies had been 
founded with a membership of 3,289 and working capital of 
Rs. 2,18,613; loans to the amount of Rs. 2,00,311 had been distri¬ 
buted at an average interest of 16 per cept.; of the total amount 
advanced on loan Rs. 1,12,324 or 56 per cent, was overdue. In the 
north-east of thana Raipura, where the money-lending poison is so 
virulent, no fewer than 44 societies have been founded, possessing 
half the numbers and more than half the co-operative capital of 
the district. It is questionable whether the foundation of all these 
societies was altogether judicious; in the majority of the Mirza char 
group the foundation of the societies was an attempt to combat the 
influence of the money-lender landlords of the char and the hope 
that membership would of itself cancel all existing debts: the result 
proved the ruin of a large number of the members, who fought their 
battle again with some bitterness and with no success, when the 
record-of-rights was under preparation. There is little doubt that 
the foundation of societies cannot be undertaken without the 
greatest care, and at the present stage of'their development it is 
impossible to state how far they are likely to remedy the money- 
Irading evil. The loans issued by the present societies benefit only 1 in 
every 160 agricultural workers in the district, while for every rupee < 
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advanced by the societies Rs. 238 are advanced by money-lenders. 
If this is the ^nnal development of 10 years’ working there is little 
doubt that t^ remedy will be too late to stop the effects of the 
disease. Probably the brightest feature of the work of the socie¬ 
ties is that the average loan to each member is only Rs. 61, compared 
with an aver^^ge indebtedness of Rs. 97 of eaoh agricultural worker 
throughout the district, and that the average interest payable by 
the member is only Rs. 9 per anniun compared with Rs. 44 payable 
by bis less fortunate brother. These figures create the impression 
that an elementary knowledge of thrift is being instilled and 
encouraged by the ease with which the member is able to liquidate 
his debts. On the other hand it is regrettable to notice that, while 
Rs. 73,733 have been distributed in loans in the past two years, the 
value of overdue outstanding loans has increased by Rs. 87,177: 
this state of affairs is however probably due to the abnormal agri¬ 
cultural conditions prevalent during the period in question. 

There is no doubt that the co-operative societies are doing work 
of great value; on the basis of the figures of the present banks, if 
the system were in vogue throughout the district, the total indeb¬ 
tedness of the agricultural population would be reduced from 4| to 
3 crores of rupees, and the interest payable annually from 
Rs. 2,14,00,000 to 45 lakhs of rupees, in other words from 20 per 
cent, to 4 per cent of the annual produce of the soil. The whole 
of this interest would again be available for extending agricultural 
capital, in place of the withdrawal of 5 times the amount from agri¬ 
cultural circulation. But the benefit of these societies is consider¬ 
ably wider, it has already been noted that the working of the socie¬ 
ties up to date indicates that the advantage of thrift is being rea¬ 
lised. But above all the working of the societies is educative in 
effdot, and during the past few years a large number of the socie¬ 
ties, especially in tAana Raipura, has been showing the keenest in¬ 
terest in the experiments of the Agricultural Department: 
new crops, improved seeds and more scientific methods of manuring 
are being adopted with results of extreme importance, and there is 
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no doubt that this agricultural revival is solely due to the form of 
society, the degree of co-operation instilled and the ^ucative effect 
of such co-operation. It is, however, still doubtful if societies 
founded upon principles of co-operation can be extended with suf¬ 
ficient rapidity to break the money-lending evil before the damage 
done is irreparable. It is probable that at present the attraction 
of a cheap loan is greater than the desire for co-operation—that for 
co-operative banks too much reliance is placed upon external finance; 
it is questionable, however, {pace the shade of Raiffeisen), whether 
the growth of the co-operative principle may not be left to develop 
naturally as the banks eradicate the weed of usury provided (and 
the proviso is important) that their extension takes into intelligent 
consideration the prevailing economic conditions. To attain this 
end a far closer connection is essential between the district admi¬ 
nistration and the control and management of the banks than at 
present exists. 

The extension of the co-operative system on a large scale would, 
however, result in a similar extension of the evils referred 
to, e.g., the intrusion of the money-lender on the cultiva¬ 
tors’ holding, and the resettlement of the land with the cultivator at 
a rent which would place him for ever under the mahajans’ thumb. 
A remedy is urgently required, but no remedy is possible except by ' 
specific legislation. Where the land is the security for a debt, it 
is impossible to prevent the sale of that security in liquidation of 
the debt, but equitable conditions can be laid down to regulating 
the status of the purchaser and the rate of rent which may be 
imposed upon the land. There is no reason why the rent for a 
certain portion of land once fixed should be enhanced beyond the 
limits allowed by the Bengal Tenancy Act, even though a new ten¬ 
ancy be created over that land; there is eveiy reason why the exten¬ 
sion of rents on the produce system should be rigorously prevented. 
The remedies suggested involve a new principle in tenancy legisla¬ 
tion, but the principle is essential if an upheaval in the agrarian 
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conditions is to be avoided which would finally wreck the founda¬ 
tions on which the house of agricultural pioperty has been built 
with a century of care and trouble. 

To summarize the economic condition of the classes dependent 
on agriculture, the petty landlord class has reached the stage where 
the income from the land is sufficient to support only with difficulty 
the drones of the family, there is no prospect of improvement, and 
the condition of this class—provided there is no general recourse to 
other careers, must continue to deteriorate. The system has broken 
down and is incapable of any but a temporary relief, which could only 
imperil the position of the more numerous cultivating classes. On 
the other hand, the position of the cultivator at present is one of 
prosperity; he is, on the whole, well housed, he is plentifully sup¬ 
plied with ploughs and cattle, probably to excess. His payments to 
his landlord in rent, premiums and abwabs form but a small percent¬ 
age of his gross earnings; the only danger, and that a vital one, 
is the result of his thriftlessness—his burden of debt and the con¬ 
sequent domination of the money-lender. Remedies for this state 
of affairs have been suggested in the extension of (-o-operative Credit 
Societies and in legislation to maintain the raiyati status for the 
cultivators and to limit the arbitrary imposition of extortionate 
rents in the case of resettlement of purchased holdings. It has, 
however, been pointed out that the proportion of cultivated land to 
cultivable land and the proportion of lands bearing more than one 
annual crop is extraordinarily high. Assuming that the Dacca cul¬ 
tivator is averse to emigration and to reversion to other means of 
livelihood, it is a matter for consideration to what extent the land 
can be induced to provide the rapidly increasing numbers of the 
cultivating classes with employment. It is accordingly necessary 
to consider to what extent the cultivated area is used to the best 
advantage. In discussing this problem it is essential to draw a 
very sharp nne of distinction between lands held on a produce 
rent and those for which cash rents are paid. 



The question of produce rents is important. " T have walked 
over villages,” I wrote in 1914, “ when first spring showers have 
fallen, and I pointed out to the villagers at sight their 
harga lands. In nine cases out of ten my description has 
proved to be correct. The value of the crop depends almost 
entirely on ploughing at the right time when the first rain 
has softened the land. The cultivator at once turns to 
his cash paying lands; his harga lands are left until his 
other lands have been completely tilled. When the crop begins to 
appear the difference is no less noticeable, especially in the case 
of the jute. The jute that grows on harga lands is left to fight its 
own battle with the weed, and the result is a crop of jute inferior 
in quantity and quality, which can only constitute the dregs of the 
market.” This lack of interest in the cultivator of harga lands is 
easily realized if one considers the great difference in the profits 
gained by the cultivator from cash-paying and harga lands. In 
the letter under reference the profits were estimated roughly in the 
proportion of 3 to 1 in the case of jute lands and 9 to 2 in the case 
of paddy lands. This lack of profit on the harga system results in 
careless and slovenly agriculture—in a crop poor in quality and 
quantity—for profit is the only inducement to hard labour. The 
crop grown under the harga system is worth barely frds of the pro¬ 
duce of similar fields held on a cash rent. The statistics that have 
been gathered prove that the total area held on produce rents or 
cultivated by hired labour (for in the latter case the interest of the 
landlord in cultivation is infinitesimal) amounts to about 200 square 
miles, or 10 per cent, of the nett area under cultivation.* Excluding 
the value of garden produce (the outturn of which is not affected 
by the harga problem), the total value of the produce of the district 
has been calculated at Rs. 8,57,00,000; of this amount 7 crores 98 
laVb a are derived from 1,800 square miles held on cash rent, and 
69 Iftlrba on 200 square miles held on produce rents. Were this 

* The lUtltticft show only some 90 square miles held on produce rents. This is due to the 
Udt that the st^iatios disregard the very Urge number of for whom khatiyam worn 

pot opened. Separate figures were, however, oolleoted for unrecorded hargadan, 
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latter area held on cash rants, the produce would be ralued at 
88 ^ lakhs, showing a loss of 29^ lakhs of rupees. This loss amounts 
to 70 per cent, of the raiyati rental of the district, and Bs. 6 per 
head for every agricultural worker, and implies an utter irreplace¬ 
able annual loss to the wealth of the district of the full amount of 
29i lakhs of rupees or 3 per cent, of the value of the produce of the 
soil—a loss which must continue to increase, as the mahajan con¬ 
tinues to acquire the interests of the cultivator and convert cash¬ 
paying lands to harga or dhaki tenancies. If it is considered that 
this loss amounts to 5 times the total land revenue and 8^ times the 
total cess of the district, or more than 3 times the total revenue and 
taxation levied, lliat it represents 6 per cent, of the total agricul¬ 
tural indebtedness of ^he district, the loss can be at once realized. 
Analysis of the incidence of the loss is given below:— 

K«. 

(<i) Value of produce received by landlord class on 114,000 acres ... ... 17,00,000 

Mucf rent (including ahwaoi^ Mlawi) of lands where held on cash-rent ... 4,M,000 

Nett gain to landlorti nlasH ... 12,50,000 
Or Rs. 12 per head. 

Value of produce in defect an account of barga cultivation ... ... 29,60,000 

Valuation of excess amount paid to landlord class as above ... 12,60,000 

Nett loss to cultivating classes ... ... 42,00,000 

Or Rs 8-8 per a^oultural worker or Rs. 8 per 
cultivated acre in the district. 

It is idle to expect that any considerable portion of this barga 
area could be converted into cash-paying tenancies by means of the 
provisions of the law regarding commutation. There are many in¬ 
stances of bargadars cultivating on behalf of a widow or a minor; 
there are many other cases where the produce system has been in 
existence for generations, and where commutation would be a hard¬ 
ship and an upheaval of what may rightly be considered to have 
become an established light, even if not fully justified by the provi¬ 
sions of the Bengal Tenancy Act. In such cases the economic waste 
must be admitted and recognized. It is, however, essential that this 
economic waste in other cases should be reduced and the extension 

(a) The eeloulutlon in boned on the dguree previouoly given aimplUled by adapting round 
figuree, 
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of the evil by the conversion of cash-paying to produce-paying ten¬ 
ancies prevented by legislation which will specifically prohibit such 
conversion and prevent the encroachment of the mahajan on the soil. 

While the extension of the harga evil is mainly dne to the 
mahajan and the petty landlord, the agrarian conditions under 
which the raiyat lives are responsible for much economic waste in a 
different direction. This waste is due to the conditions of agrarian 
life and to the conservatism of the cultivator. 

The Dacca cultivator does not hold his land in a ring fence 
adjoining his homestead. On the other hand, every agricultural 
worker.in the district is in possession of 1’85 tenancies consisting of 
2'80 acres of land. The average size of the cultivated field in Dacca 
is less than half an acre, each agricultural worker possessing six 
fields. It is clear that economical cultivation is improbable on such 
diminutive units, but the lack of economy is increased twentyfold 
by the fact that even this petty unit is divided into 6 distinct and 
separate blocks; it is very rare for the same cultivator to hold two 
fields in proximity to each other The cultivation of distant fields 
by a petty cultivator necessitates, for example, the use of the lightest 
of ploughs, whether suitable to the soil or not, foi ease of transport; 
it necessitates a waste of time and difficulties in transport. The 
smallness and the scattered nature of the farm requires normally 
the possession of a disproportionate amount of agricultural stock. 
In Dacca one plough exists for every 5 acres of cultivated land in 
which ploughing is necessary; for every 3^ acres of such land one 
head of plough cattle is kept. Every agricultural worker keeps 
approximately half a plough and | of a bullock. But the 
distribution of ploughs and cattle is extremely irregular; 
this irregularity clearly points to the fact that the distribu¬ 
tion of agricultural stock is unorganized and af«ordingly 
wasteful. Under the present agrarian* conditioas such waste 
is inevitable and the use of improved agricultural instru¬ 
ments and the purchase of stock only to the extent scientifically 
required is not practicabl, so long as individual cultivation 
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of scattered fields continues. The waste is somewhat reduced 
the system of gnata or exchange of labour, but no radical 
cure can be expected, unless agricultural working is con¬ 
ducted village by villi^ on co-operative principles. It is not 
so much in the reaping and sale of the crop, as in the preparation 
of the soil and the care of the young plants that these principles 
are so essential, and it is to attain these ends that the extension of 
co-operative societies is so important. To meet the needs of the in¬ 
creasing agricultural population co-operative cultivation is essen¬ 
tial ; a greater yield will be the outcome of less expenditure. In the 
absence of co-operation there is no other remedy than the abandon¬ 
ment of the plough in favour of the spade—a remedy already adopted 
in siimlar conditions in parts of Japan. 

The Dacca cultivator is no exception to his other brethren in 
Bengal. Probably Balial Sen looked upon the same methods as are 
now in vogue. The use of manure, the selection of seeds, the adop¬ 
tion of the most suitable instruments for agriculture are beyond the 
ken of the ordinary Dacca cultivator. It is true that in a single 
village near the Dacca Agricultural Farm and in a small group of 
villages in the north-east of thana Raipura the members of 
(/o-operative Credit Societies are showing an interest in the experi¬ 
ments conducted at the Government Farm and there is no doubt that 
such societies are bodies eminently suited to the dissemination of 
such knowledge. But it is unlikely that the growth of such socie¬ 
ties will keep pace with the necessity for superior and more inten¬ 
sive agriculture. In the Government Farm the value of bone-meal, 
and the use of the ubiquitous water hyacinth as manure have been 
demonstrated; crops of paddy with an outturn exceeding 40 maunds 
per acre have been produced; jute has been grown of a staple larger 
and* finer than is conceivable to the cultivator—^mainly by 
careful selection of seed. But neither the landlord nor 
the cultivator is aware of such experiments; the pamph¬ 
lets of the department are generally unknown and unread. 
What is requisite is the decentralization of such experi- 
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ments, the establishment of experimental fields on an exten- 
siye scale along District Board roads and in the neighbour¬ 
hood of important markets, where the cultivator may look with envy 
on the luxuriant crop and with dismay on the thinness of his neigh¬ 
bouring fields. Dismay will change to hope, and hope will blossom 
forth in success. An increase of 33 per cent, in the produce of the 
soil is not beyond expectation and such an increase would support 
at the present standard of comfort an increased population of 600,000 
cultivators. The conservatism of the cultivator has still to be over¬ 
come, but there is nothing to indicate that any such experiment has 
yet been tried and that the attempt will not be successful. 

F. D. ASCOLl. 



tHE fililHTN &EN6AL. ^ftOVINCIAL 
CO^OI»EEATIVB OONPERENCE. 

The Eighth Provincial ('o-operative Conference was held in 
Writers* Buildings from the 3rd to the 6th Fdbmary 1917. There 
was no conference last year for reasons of economy, but the Govern¬ 
ment of Bengal felt that they could not let another year go by with¬ 
out calling together the Co-operative workers of the province to 
discuss problems which have arisen, and give themselves and the 
province the benefit of their fresh experiences in the movement. 
In His Excellency’s opening address to the Conference he 
reviewed the progress which has been made in co-(^eration in 
Bengal during his term of office. The number of banks has been 
multiplied by almost 2J, the number of members by 8, and the 
capital by 5. His Excellency might well congratulate Bengal on 
these figures, especially considering the banking crisis of 1913, the 
jute collapse in 1914 and the extraordinary conditions prevailing 
since the war began. That the Co-operative movement continued 
u steady and comparatively rapid expansion in circumstances like 
these is matter not only for congratulation but for surprise. When 
it is added that during this period too the policy of those who guide 
the movement was a policy of deliberate restriction with a view 
to consolidate the foundations of the movement we can realize the 
force of the prophecies that promise enormous expansion in the 
near future, when restrictions are withdrawn and conditions off 
peace ensue. His Excellency referred to the increase of staff, the 
introduction of an audit to be paid for by the societies, the neces¬ 
sity of expert management and finally to the proposal to create a 
Provincial Bank. Although this venture has been postponed to a 
more suitable time the necessity for it is becoming increasingly 
manifest and when it is eventually floated it may be on a financial 
scale of very large proportions indeed. 
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In fche absence of the Hon’ble Mr. Beatson-Bell the Conference 
was presided over by the Hon’ble Mr. Birley. The programme be¬ 
fore the Conference was almost deterrent in its magnitude. The 
business-like way in’ which the sub-committees presented their 
reports and'the Conference debated each question and came to con¬ 
clusions on most, all within the space of three days, is an object 
lesson in the effects of Co-operation, as a teacher of business-like 
methods and expedition. It is not too much to say that there is 
nobody in Bengal, and probably none in India, which could have 
despatched the business transacted at the Conference more harmo¬ 
niously or more expeditiously. There were subjects for discussion 
which might have tempted the verbose—-or shall we say the elo¬ 
quent?—^but never once in the three days did the Conference waste 
a moment in unnecessary or idle talk. It was all business, rapid 
but mainly sound. If ever the recommendation of the Conference 
is carried into effect that the Co-operative Societies should have an 
elected representative on the Legislative Council it will probably 
be found that they will contribute to that body one of its soimdest 
legislators. 

In this note it is impossible to give more than a short survey 
of the work of the Conference. The assembly divided itself into 
eight sub-committees. The first sub-committee considered the 
working of village banks made various recommendations for eradi¬ 
cating defects v?'hich have come to light. Their report and the 
resolutions adopted by the (Conference implied that these defects 
were natural and that they could not be cured by magic, but that 
in general the spread of co-operative education would overcome 
them and the progress to be looked for was gradual as the spread 
of that education. 

. Only on the question of the use of the reserve fund was there 
any serious difference of opinion, and it .was decided by a small 
majority that this fund should not, as a rule, be mingled with the 
workmg capital of the Societies, although in the case of tried and 
proved Societies of established credit part of it at least might be 
used, as ea^al, thus tending further to reduce interest. 
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The tiecond sub-committee concerned itself with Central Banks 
and the proposed Provincial Bank. 'While insisting on the grow¬ 
ing necessity for a Provincial Bank the Conference did not deem 
the present a suitable time to embark upon this undertaking. Con¬ 
cerning Central Banks there was some discussion of the constitution 
of the directorates. The Conference could not bind itself to recom¬ 
mend official Chairmen as a rule, and they upheld the necessity of 
continuing directors from the villages on the board. The majority 
in favour of this last decision proves that, though there may be 
exceptions, it is being found throughout Bengal that the raiyat 
selected by his village to represent them on the board is learning to 
discharge his functions as a director in a satisfactory manner. A 
few years ago who would have believed this possible i 

The question of fluid resource, the attraction of deposits and 
the advisability of the augmentation of capital were considered in 
detail. Although these are almost perennial questions now there 
was nothing stale about the discussions, for they are vital to the 
Central Banks. Something new was the proposal to take steps 
to ensure an adequate expert staff to run the bank. As every year 
passes this question of an expert staff will assume larger propor¬ 
tions. There are Central Banks in Bengal now with such large 
capital at work that to think of their being adequately managed 
by honorary workers is absurd, Baffeisen’s teachings notwithstand' 
ing. The Conference therefore insisted on certain standards of 
efficiency for the more important members of the paid staffs of 
Central Banks. 

A third sub-committee submitted a report upon Urban Bank 
questiqns, and matters affecting limited liability Credit Societies 
other than Cential Banks. The only question in this report which 
gave rise to anything like heated discussion was the propriety of 
the heads of Government depai-tments seeing to the punctual 
repayment by their subordinates of debts to Urban Banks. Appar¬ 
ently there is some experience, not confined to any particular area, 
to show that this class of borrower is not a model in respect of repay- 
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ment. The suggestion, however, was deemed by some to be non-co¬ 
operative, but the Conference as a whole did not s >6 why the head 
of an office should not be asked to use a letter of authority granted 
by a subordinate to make monthly deductions from that subordi¬ 
nate's salary to liquidate his debts. It is still true, however, that 
it would be far more desirable and more co-operative for the sub¬ 
ordinate to have the moral—shall we say courage?—to make 
the deduction himself. 

The fourth sub-committee dealt with the subject of audit and 
inspection. The most striking weakness of the co-operative move¬ 
ment in Bengal until quite recently was the haphazard system of 
audit which existed. Audit is at present carried out somewhat 
more systematically, but as yet it is far from satisfactory. It will 
be remembered that the Committee on Co-operation recommended a 
doable audit of village Societies, one annual audit by Central Banks, 
which finance the primary Societies, and a super-audit by Govern¬ 
ment auditors at longer intervals, to act as a check on the Central 
Bank’s audit for the satisfaction of Government. Now this audit 
of Societies is an expensive item and it is good to see the Conference 
decide that the expense of the first audit at least should be borne 
by the Societies and Central Banks There was some discussion, 
liowever, as to the necessity of a double set of auditors and even¬ 
tually the Conference agreed, in spite of the recommendations of 
the t’ommittee on Co-operation, that a single set of auditors, form¬ 
ing a provincial service, would be more efficient and more satisfac¬ 
tory in every way. To the cost of these auditors the Societies and 
Government would contribute. 

In connection with the report of this sub-committee Sir Daniel 
Hamilton made a most striking speech on the necessity of a larger 
staff for the management of the Co-operative department,, for pro¬ 
paganda and inspection. He quoted the Committee on Co-operation 
as recommending one Registrar per 1,000 Societies. The Registrar 
has at present one assistant when there are over 2,000 Societies in 
2,000 villages of Bengal. But what when the hundred thousand 
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villages of Bengal have their hundred thousand Societies? Whme 
are the other 98 Registrars and where the 2,000 inspectors that will 
be necessary ( In this case Govemnoent should not wait till the 
Society has grown for the officer, but should appoint the (^cer to 
create the Society, for the work is there all the time, the work o| 
removing the mountain of debt from the cultivator and building 
up the mountain of credit. At the present rate of progress many 
generations will be born and die before the work is done. The 
.speech of Sir Daniel Hamilton created a profound impression, and 
the resolution he moved calling for a large increase of staff was 
seconded by Dr. Sutherland and unanimously carried by the 
('onference. 

A fifth sub-committee presided over by the Director of Agri¬ 
culture dealt with Agriculture, Fisheries and Co-operation. The 
experiences of Mr. Southwell, the Deputy Director of Fisheries, 
in his first attempt at a co-operative fishery were pathetic, and, as 
pathetic subjects often do, they moved the meeting to smiles. The 
impression, however, which the relation of these experiences left 
can hardly have been what Mr. Southwell intended. To say after 
a few months’ trial that a Society is a failure or a success is not to 
know human nature. Rarely yet has a co-operative venture been 
started which did not at the outset experience disheartening, almost 
deterrent difficulties. The effort of the Deputy Director of Fish¬ 
eries does not appear to have been really as futile as he pretends, 
and he will probably find his reward in success if he perseveres for 
a year or two. Of course, he is again hampered by want of staff, 
but perhaps.a few more opinions like those so forcibly expressed by 
Bir Daniel Hamiltcm may help to remove this difficulty. 

'The sub-committee recommended and the Conference agreed 
that the departments of Co-operation and Agriculture should them¬ 
selves set the example of co-operation. Wherever capital is 
required to bring home a demonstration to the people the Co-operative 
Society must be used by the Department of Agriculture. The 
department can show op its farms the use of good manure and good 
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seeds. A few dozen or a few hundred curious villagers near by may 
wonder at the success. But how with its limited budget, is the 
department to bring the lesson home to the thousa.nds and the mil¬ 
lions ? The Co-operative Society, wherever it exists, is the agency 
that is most suitable. This at least is the unanimous opinion of 
the Conference. 

Yet another sub-committee considered other forms of co-opera¬ 
tion, and two of its recommendations are worthy of particular 
notice. The first is the recommendation to Government to have 
enquiries made into the conditions of milk supply in urban areas 
as a preliminary to organizing distributive dairy Societies in such 
areas. The Bombay Government apparently carried out some such 
enquiries the results of which proved useful. In Dacca without 
exhaustive enquiries a co-operative dairying Society was started 
only to be pronounced a failure. It was reorganized and took the 
form of a distributive Society and all the signs now are that it will 
be a success. The milk question in urban areas is a very serious 
problem, and if co-operation can produce pure and reliable milk for 
the town dweller it will have added another to its many successes. 

The other noticeable recommendation of this committee dealt 
with the relations between the new Home Industries Association 
and the co-operative movement. Where possible, it was decided, 
the industry should be organized co-operatively in preference to the 
Association’s dealing direct with individuals. The Association 
should then deal with the Society, see that its raw materials are 
properly supplied, that its products are up to standard, and should 
purchase all the Society’s manufactures which are up to standard. 
When this arrangement begins to work the Co-operative Home Indus¬ 
tries Sale Depot in Bowbazar will naturally be taken over by the 
Home Industries Association. t 

Co-operation between the department and the Association with 
a view to the organization of industrial Societies is recommended. 
If this co-operation is close and through the new Association should 
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derive great benefit from the existing machinery which the depart¬ 
ment has set up in societies throughout the province. 

A discussion on the necessity of a simple Bengali periodical for 
primary Societies to supplement the Bengal Co-operative Journal 
resulted in a decision to add one more to the co-operative periodi¬ 
cals of the country. Another discussion related to the propriety of 
members of Indian, Provincial and Subordinate Civil Services 
making deposits in Co-operative Banks, and it was decided to ask 
Government to permit them to do so, but not in banks within the 
districts in which they are serving. 

What might be called the legal sub-committee dealt with some 
proposed amendments of certain Acts, e , the Insolvency Act, the 
Bengal Tenancy Act sections relating to the transferability of occu¬ 
pancy holdings, etc. This amendment of the Bengal Tenancy Act 
was the chief amendment proposed by the sub-committee and car¬ 
ried by the Conference. It had been hoped that the Bill to amend 
the Bengal Tenancy Act might have made some progress within the 
last two years, but this hope was disappointed and now the Con¬ 
ference recommends special legislation to enable Co-operative Socie¬ 
ties to bring non-transferable occupancy holdings to sale for debts 
payable by members. 

The proposed amendment of the Public Demands Recovery Act 
to make it applicable to Societies under liquidation was of such 
importanc/e that a special committee sat to consider it. They 
reported in favour of an immediate amendment of the Act. It is 
no longer of any use to conceal the impotance of Co-operative Socie¬ 
ties in dealing with refractory debtors The Civil Court remedies 
are useless. The ordinary individual finds the process of suing 
in the Civil Court unsatisfactory and tedious, but the Co-operative 
Society finds it infinitely more so. The provisions for liquidation 
have now in nearly 70 pending cases been proved to be entirely 
insufficient. Liquidators are afraid to go into the Civil Court for 
fear of exposing their weakness and irreparably injuring the 
co-operative movement,,and the necessity of some more summary 
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procedure has made itself acutely felt. The purist may say that 
this is opposed to co-operative principles, but so too is the present 
procedure. The point, however, is that when liquidation has been 
found necessary it has only been when co-operation has ceased, and 
there is therefore no question of co-operative principles. This need 
of a summary procedure is apparently so great in Bengal that Gov¬ 
ernment are being asked to take the necessary powers at the next 
sitting of the Legislative Council. It may seem that this reflects 
badly upon the movement, but even the co-operative movement is not 
ashamed to confess that it cannot make all its members honest or 
efficient. There are and there always will be black sheep. 

Before adjourning, the C-onference passed a resolution asking 
for representation for the Co-operative Societies on the Legislative 
Council. There will soon be 3,000 Societies existing in Bengal, 
and even those who have merely a superficial acquaintance with 
Societies will admit that they will form a nearer approach to a 
popular franchise than any of the existing franchises. It will be 
a great step towards democratizing and really popularizing the 
Council, and a great advance on the road to popular, elective repre¬ 
sentation. The suitability of the Societies for this franchise could 
hardly be better demonstrated than by the existence of the Confer¬ 
ence itself and the capacity the Conference showed for the expedi¬ 
tious transaction of the business before it. Perhaps, however, it 
might be worth while considering whether the Societies have not 
begun in this question at the wrong end. Their fitness for an elec¬ 
tive franchise for the Legislative Council might perhaps be even 
more strongly proved, especially in the eyes of those who could not 
be present at the deliberations of the Conference, if they were given 
an opportunity of exercising the franchise in the Local Boards, 
District Boards and Municipal elections. 

It is satisfactory to be able to say that ih future the Conference 
will probably meet regularly once a year. It has proved its utility 
and made itself almost indispensable. 


J. D. 



THE ECONOMIC CONDITIONS OF THE 
COTTON WEAVERS OF THE BANKURA 
DISTRICT. 

In addition to the large numbers of cotton weavers throughout the 
district there are also in one or two centres a fair number of weavers 
in tussah and in mulberry silk but as their economic conditions are 
very different from those of the cotton weavers they may very well 
be left for separate consideration so as to keep the scope of the 
present article within more convenient limits. 

The cotton weavers are divided into two classes, those who still 
use the old fashioned hand-thrown shuttle and those who have 
learned the use of a fly-shuttle. The large majority of the latter 
class are to be found in Bankura and in one or two large weaving 
villages or centres. There are a few stray weavers in more outlying 
villages who have fly-shuttle looms, but they are exceptions. The 
use of the fly-shuttle gives a double advantage. Not only does it 
increase the speed of work but it enables the man to weave a much 
wider cloth. 

With the hand-thrown shuttle cloths up to 44 inches in width 
at the most can be woven, so that the men who use these looms can 
weave only mris, dhutis, kachas, gamchas and gor(is or children’s 
chadflTs of a small size. The fly-shuttle looms have a reed space 
of nearly 60 inches and are almost exclusively used in weaving 
chadars which is a more remunerative class of work. We shall find 
moreover that the economic conditions of these two classes are so dif¬ 
ferent that they call for separate consideration. 

Let us first then consider the village weaver, who can use only 
the hand-thrown shuttle. These men are practically independent 
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and there is little or no trade organization amongst them. The 
weaver, generally speaking, buys yarn in small quantities from the 
nearest dealer and weaves according to order for private customers, 
or the kind of cloth which in his judgment will find the readiest sale 
locally. If he is a good weaver with a good reputation he generally 
has little difficulty in selling his cloth. He often gets orders with 
part payment in advance and in any case his customers mostly come 
to him,—a very considerable gain to him in working time. When 
sales grow slack he may find some difficulty in disposing of his cloths 
at a good price locally, but if he has sufficient capital, or can obtain 
sufficient credit from the yarn dealer, he will go on weaving until 
he has accumulated a score or two of cloths. With these he goes off to 
some other neighbourhood where weavers are fewer in number and 
the demand for cloth is consequently greater. Here he will get a 
few pice extra for each cloth which will bring him sufficient profit 
to meet even the extra expense and loss of time entailed. 

The second rate weaver or the man with insufficient capital is 
not, however, able to maintain his independence except when sales 
are good. As soon as sales begin to slacken off and his cloth accu¬ 
mulates on his hands he is unable any longer to pay cash for more 
yarn. The yarn dealer is not willing to give him much credit and 
so, if he wishes to keep his loom working, the weaver is compelled 
to adopt one of the following courses:— 

(а) He may deposit his finished cloth with the yarn dealer 

against the price of the new yarn taken, in the hope 
that the market will improve and enable him to get 
his full price. This, of course, is merely a temporary 
■ expedient. 

(б) He may sell the cloth outright to the dealer at a discount 

of the usual sale price. 

(c) If the yarn dealer be unwilling to buy the cloth the weaver 
is compelled to sell it to a private customer at any price 
» which he can get. In some cases when sales are very 

bad he may in this way get little more than the value 
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of the yam in the cloth, and any capital which he may 
have is very soon gone. 

It is easy to see how the yarn dealer readily becomes and indeed 
is almost forced to become a cloth merchant also. He buys cloth at 
a alight discount, often only 1 anna in the rupee, but it must be 
rememberd that he is making a profit on the yarn also and to keep 
up his yam business, it is to his interest to keep the weaver in work. 
Ue is an economic necessity for the weaver and also for many of the 
weaver’s would-be customers. The weaver cannot afford to sell on 
credit for he must have cash to buy more yarn and he cannot afford 
to spend time in collecting odd annas and pice from unwilling 
debtors. On the other hand there are some regular purchasers of 
local cloth who cannot always pay cash and so they must buy from 
the shopkeeper on credit rather than from the weaver direct. But 
it must be remembered that both the weaver and the customer prefer 
to deal direct if possible, for the shopkeeper makes his profit out of 
both parties. 

In this way, however, a certain amount of trade organization 
developes and even in the villages cases can be met of weavers who 
work almost exclusively to the order of local mahajans. The market 
for these coarse saris and other cloths is almost entirely local but 
there is a relatively small quantity which is sold in neighbouring 
districts and more especially Chota Nagpur. 

A man weaving with a hand-thrown shuttle is able to weave 
daily tm the average about one sari (generally 4^ yards in length) or 
a corresponding quality of other cloth allowing for the time taken 
in getting the warp ready and beanoed. This represents the work 
of one man with one woman helping him by winding firms and so 
forth*. The amount of money earned varies considerably according 
to the price of yam and the season of the year. The best season for 
sales is frmn October to January when the owning of the colder 
weather reminds men of their need of stouter and, if possible, tuldi- 
tional clothing while the cutting of the new paddy enables them to 
supply this need. At this season Uie customer can buy direct from 
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the weaver who is thus able not only to sell as much as he can weave 
but also to get his maximum profit. 

Another fairly good season is in June and July. The culti¬ 
vator looks forward to the days when he must work for hours in 
pouring rain* and he must make provision for extra cloths, so that 
he can always have a dry one to put on when he comes in from his 
work. The advances made at this time by the mohajans to the culti¬ 
vators and by them again to the labourers whom they are anxious 
to bind down as far as possible to work for them, make it possible 
for both classes to purchase any necessary cloths. During the 
remaining six months, however, sales are much less in quantity and 
the price obtainable generally smaller. When yam was cheaper a 
weaver was able during the good months to make from 6 up to even 
8 annas on each sari sold in the h&t or to the private customer direct, 
this rate of profit diminishing during the slack months. At the 
present time owing to the high price of yarn and to the inability 
of the weaver to raise the price of his cloths to cover the whole of 
this extra cost the rate of profit is only from 4 to 5 annas for each 
sari, which, be it remembered, is tbe average daily outturn of a loom. 
So that at the present time the average monthly earnings of a 
man and woman may be from Rs. 8 to Rs. 10. This may continue 
to the end of January so long as the weavers are able to get direct 
purchasers, but from then many will be partially, if not entirely, 
dependent on the shopkeeper for their sales and as we have seen this 
will lower their profit. A weaver will then get 4 or 5 pice less on 
each sari, so that his monthly earnings may diminish to Rs. 6 or 
even less in some cases. Even the best of this class of weavers will 
probably not be able to earn more than Rs. 9 monthly during the 
slack time. 

The weaver’s expenditure on his loom is initially small and his 
expenses in repairs and in refitting are slight. His house has to be 
kept in repair, but he has few other expenses except for food. His 
outlay on clothing is seldom much for every weaver is able to save 
enough from the yam supplied to him when he weaves to order to 
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weave what clothing is required by himself and family. But even 
so it IS quite clear that the weaver has little to spare even during 
the present good months to provide against any unfortunate contin¬ 
gencies, while during the coming slack season it is difficult to see 
how he will manage at all Fortunately many of the weavers in 
the villages have a higha or two of land and this alone enables some 
of them to keep their heads above water. 

The condition of the fly-shuttle weavers is on the whole consi¬ 
derably better than that of their more old-fashioned confreres. At 
the present time and for some years past these looms have been almost 
exclusively employed in weaving cotton chadars Unlike the pro¬ 
duce of the old-fashioned looms the sale of these is by no means con¬ 
fined to the district Large quantities are exported and the trade 
seems to be growing steadily The elimination by the war of the 
competition of the cheap German wrappers has enabled the trade 
to survive and even to develop in spite of the increased cost of yarn. 
The greatly enhanced price of coloured yarn has been met by putting 
narrower stripes into the standard patterns 

The principal selling season is from September to *he end of 
December and even on into January Merchants come from Calcutta 
and elsewhere and buy up considerable quantities from September 
onwards and local sales commence from November or even earlier. 
This is the weaver’s golden time and the rate of hani (the amount 
paid per piece) in a good season rises considerably during these 
months There are several large mahajans in the town of Bankura, 
who take any chadars they can get from the weavers all the year 
round, but tjie rate paid by them varies with the demand The 
weaver prefers, if he can, to sell his produce direct to the retail 
cusfomers or small dealers, which enables him to get the whole profit, 
but it is only during about four months of the year that this is pos¬ 
sible at all and even then most of the weavers cannot remain entirely 
independent of the town mahajans From February onwards most 
of the weavers work entirely for the town merchants and this year 
the rate of hani was 7 annas for a pair of 3 yard chadars. The 
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merdiant gives out the yam and pays the piece rate when the cloth 
is returned. Only a very small number of the weavers are able 
during the slack months to buy their own yarn and store the chadars 
and hold them over till the following season. The average outturn 
per loom is from 16 to 20 pairs during a month and as the present 
value of these is over Rs 3 per pair, it would require a capital of 
from Rs. 350 to 600 to hold over the whole outturn of one loom during 
the 7 or 8 months of the slack season. The fortunate weaver who 
has sufficient capital to do this is a considerable gainer 

As soon as the outside buyers begin to arrive in Bankura and in 
the neighbouring weaving centres, the rate of hani begins to rise 
The town merchant who has been paying only 7 annas hani has 
cleared his stocks at a big profit and is anxious to get as many more 
chadars woven as possible to supply his customers whilst the season 
lasts. The weavers, however, who have taken yarn to weave cloths 
for him now find that they can sell at a considerably larger profit 
than the 7 annas which the mahajan has offered and though the yarn 
is not their own, they cheerfully do this If the mahajan is to get 
any chadars at all he must raise his hani and is now giving 10 annas 
a pair, but even by paying this larger rate he does not secure all that 
his clients are able to weave. They sell a few pairs at 12 even 14 annas 
profit and make good, if they can, the deficiency in the mahajan’s 
yarn. During the season, even the most dependent of the weavers 
are found selling privately as well as working for the mahajan 
Even, however, taking a man’s profit at the mahajan's rate we find 
that from September to December a man can get 10 annas per pair 
instead of 7 annas. Thus the weaver whose outturn is only 16 pairs 
monthly can earn at least Rs 10 during the season as against about 
Rs. 7 per mensem during the slack time. This allows for no private 
sales and is probably the minimum earned by any reasonably indus¬ 
trious, though not specially skilled weaver. Many weavers can turn 
out 20 pairs and more and if we allow that they can sell 8 pairs of 
these at 12 aimas profit the earnings of such men now rise to Rs. 13-8 
as against Rs. 8-1? in the slack months, The fortunate weaver who 
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can afford to hold over even a portion of his outturn during the slack 
months until the new season opens is able to get 12 annas instead of 
7 annas for each pair, so that the advantage of having a little capital 
is obviously considerable. This calculation does not profess to' be 
exact—indeed it seems impossible to get absolutely exact informa' 
tion—^but if anything it is an underestimate. Most of the weavers 
during the four months when sales are good work for as much as 
12 hours daily and some of them are able to turn out as many as 30 or 
32 pairs during the month, which if they sell them all at only 10 
annas profit means a monthly income of about Rs. 20. Unfortunately 
the Bankura weavers as a class are far from thrifty and except 
during the season when they are tempted by the high rates to work 
their hardest, they are mostly lazy and many are inveterate gamb¬ 
lers. Hut for this their earnings during the season ought to enable 
many of them to accumulate some capital so as to maintain their inde¬ 
pendence of the mahajan. As an actual fact in the large majority 
of cases, they run up debts and take advances from the 
mahajans during the slack months and it takes them all 
their time to pay these off during the good season. The mahajans 
rather encourage them in this as a certain amount of indebtedness 
on the part of the weaver is a considerable safeguard during the 
months when he is so likely to become a defaulter. 

A. E. BROWN. 



CURRENT TOPICS. 


THE INDIAN INDUSTRIAL CONFERENCE. 

The Twelfth Industrial Conference was held at Lucknow on the 
30th December, 1916; under the presidency of the Hon’ble Bai 
Sitanath Roy, Bahadur. It cannot be said that these Conferences 
are as yet successful in collecting together a really representative 
•assembly, either of economists, or of practical industrialists. At 
{present they are neither very largely attended, nor is the quality of 
the papers presented for discussion all that it might he. We may 
express the hope that, at a time when both the theoretical study of 
and the practical interest in Economic affairs in India is markedly 
increasing, the (Conference should be recognised as a valuable oppor- 
Umity for those concerned to meet and exchange opinion. From 
the standpoint of the theoretical economists of our Universities 
and Colleges in particular it would be of great value to have an 
occasion, once a year, for meeting fellow-students from other parts 
of the country. The conditions of the different Provinces are in 
many cases very different. Their practical interests may in some 
cases even be divergent. It is thus all the more necessary that there 
should be a means by which economists might meet and learn by 
direct intercourse to appreciate such differences of interest and of 
standpoint. It would prdbably be well worth while for the Univer¬ 
sities to grant leave and travelling allowance to the members of their 
staff in Eoooomics to enable them to attend the Conferences in future 
years. ' 

At the Conference at Lucknow probably the most important 
iiontnbtitktn was that given in the presidential address. Its subject 
was the need for Industrial Expansion in India and the means for 
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bringing it about. While in full sympathy with the object and in 
broad agreement as to the means suggested for achieving it we may 
be pardoned for calling attention to certain statements contained 
in the address which, although constantly made, are nevertheless 
unsound. 

The President is among those who believe in the existence of a 
Golden Age of Indian industry which has been destroyed by inter¬ 
course with Europe with the consequent impoverishment of the 
country. This is a view that frequently finds expression in India, 
but a study of economic history shows that it has very little founda¬ 
tion in fact. 

It is, of course, true that before the age of power machinery 
India possessed an export trade in the products of certain handi¬ 
crafts which, judged by the standards of those days, was consi¬ 
derable in value. 

(/ompetition with machine production abroad has destroyed 
this export in several cases. It has also caused a decline in the con¬ 
sumption of hand-made native products in India and an increase 
in the proportion of the population devoted to the extractive indus¬ 
tries. But two points must be insisted upon. India never enjoyed 
an age in which she can be said to have possessed an extensive or 
developed industrial life. Further, in so far as she has exchanged 
employment in handicraft for employment in extractive industries 
she has not been impoverished by the change if average wealth per 
head is the basis of comparison. Mr. Roy states that “ it is a well 
known fact that the occupation of agriculture, besides being pre¬ 
carious, is not so remunerative as manufacture.” What does this 
mean ( Is it suggested that an individual with capital to invest 
can always make a higher rate of profit by employing it in manu¬ 
facture than in agriculture '( The facts of Indian experience are 
strangely at variance with such a view and Mr. Roy himself points 
out that the lack of capital forthcoming in Indian industry is largely 
due to the ease and certainty with which high interest is earned in 
agricultural investmenU* 
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Is it mefint that for a nation it is always profitable to divert 
the flow of capital from agriculture to manufacture! The 
authority of Adam Smith can be quoted in exactly the contrary 
sense. Somehow we suspect the author of an elementary mistake 
based on the'Hotion that the law of increasing returns is applicable 
in manufacture while that of decreasing returns applies in 
manufacture. 

% 

But such an application of these propositions shows that a little 
knowledge is a dangerous thing. 

The present occasion may be taken for pointing out a serious 
inaccuracy in a statement made by Sir William Hunter which is 
reproduced in the presidential address. Hunter said, “England 
excluded these fabrics {i e., Indian textile fabrics in the eighteenth 
century), not by fiscal duties but by absolute prohibition.” As 
applied to Indian cotton manufactures this is almost wholly untrue. 
What really occurred was that in 1700 the English Legislature, in 
the interest of the English silk and woollen manufactures, prohi¬ 
bited the use, not the import, of printed and painted calicos and 
silks of India, Persia, and China. 

In 1720 all printed calicos, foreign or domestic were forbidden 
to be used. Two points should be noticed. The prohibition as to 
use applied to a limited part of the cotton import trade only. It 
never applied to the plain calicos and muslins which long continued 
the staple import of the East India (Company into London. Again, 
the prohibition as to use did not prevent large quantities of printed 
and painted goods being imported by the company for purposes of 
re-export. 

Moreover it should be remembered that this prohibition was 
imposed almost a century before the export of Indian cottons really 
declined. 

Mr. Roy is quite right in laying stress on the need for expert 
kmowledge as a means to develop Indian industry. But is it correct 
to say that “ Indians are prevented from entering factories and 
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miUs in the United Kii}^;dom “ as apprentices ?” Is there any rea¬ 
son to suppose that if an Indian came forward wkh the offer of a 
premium he would find any difficulty in becoming an apprentice in 
any one of hundreds of English mills and factories i 

We have referred to these opinions expressed by Mr. Roy not 
for the simple purpose of criticism but because they are typical of 
erroneous economic ideas that have wide credence, but small 
justification. 

It is very necessary, if Indian industrial expansion is to come 
about in a healthy way, that it should be based on sound ectmomic 
thinking. 


INOUtTRIAL EXHIBITIONS. 

Onk of the hopeful signs of the times seems to be the increasing 
interest that is taken in the Industrial and Agricultural Exhibi¬ 
tions that are organized from time to time in mofussil centres. 
Their object is two-fold—to stimulate demand by the exhibition of 
the products of local handicrafts and manufactures, and to 
knprove production by the exhibition of the best seeds, 
manures, and implements, and by the offer of prizes for 
the best agricultural produce. In order to attract attendalsoe 
a programme of sports and social entertainments is often arrat^ed. 

At Faridpur, where a very well organized exhibition has been 
recently held, a vernacular lecture by Dr. J. C. Bose attracted an 
audience of five thousand persons. 

There is no doubt that these exhibitions, besides having a 
g^neriil educational and social value, bear fruit in the spread of 
knproved methods of agriculture and in the increased patronage of 
local manufactures. 

Iktbh at Faridpur and at Berhampore, for exan^le, at their 
axhibitioM recently h^, ooftsmaers were surprised at theexeeUenoe 
of the kwal'olay products which rivalled even those of Krishaiqia];. 
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Such exhibitions, if well managed, need not be very costly. 
Tb*t at Faridpur, while very successful, cost only about Rs. 5,000. 
Thus they could very well be organized even more widely than they 
are. 

If they are to be of the -fullest use, however, several points 
deserve to be considered. At present they are much stronger on 
the agricultural than on the industrial side. This is partly due to 
the fact that the Agricultural Department possesses an organiza¬ 
tion by means of which exhibits are not only exposed to view, but 
their properties are demonstrated or explained .The local agri¬ 
culturists are brought into touch with expert knowledge On the 
Industrial side there is no similar organization and the local crafts¬ 
men have no opportunity to gain by expert criticism and advice. 
The need for this is often obvious and if it were forthcoming should 
have valuable results. 

Another danger that needs to be avoided is connected with the 
system of offering prizes to successful cultivators. It is desirable 
to spread the effect of this stimulus as widely as possible But there 
is a danger that the succssful competitors may each year be drawn 
from a narrow circle, either through insufficient effort to make the 
competition known, or even from the exercise of partiality in the 
award of prizes It cannot be a good method to distribute the 
prizes a year subsequent to their award as is done at Berhampore. 
The winners, if simple cultivators, may easily fail to appear to 
take their reward. In any case the connection between effort and 
reward is weakened. 


THE BMDGET. 

The Indian Budget of 1917 is of more than usual interest, not so 
much because of the new or enhanced taxes that are imposed, as 
Oh account of the changes that are foreshadowed in the character 
6f the Indian fiscal system. One of the great difficulties attending 
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the problem of Indian lactation arises from the fact that there are, 
speaking broadly, only two classes of tax-payers—a very large dlass 
having very small incomes and a very small class having very (xm- 
siderable incomes. The tendency of the tax system has been for the 
incidence to be overwhelmingly upon the former class The Canon 
of Equality has thus been very imperfectly observed. 

The reasons for this are simple The Land Taxes fall almost 
entirely on small incomes The possibility of levying contributions 
from the rich by means of indirect taxation is very limited. Among 
wealthy Indians the consumption of goods paying customs duty is 
relatively negligible. Even a great extension of the range of such 
duties would have little effect in increasing the contributions of the 
rich because their income, in so far as it is spent, is consumed rather 
in the hire of services than in the purchase of commodities. At 
the same time the imposition of direct taxes upon the rich is, in India, 
accompanied by more than usual difficulty There is no doubt that, 
under the existing system, evasion is very general The 
determination of the Government to improve the machinery for the 
collection of direct taxation is thus justified both from the stand 
points of the productiveness and the jxistice of the tax system It 
might also be worth considering whether a tax might not be devised 
to fall on the users of unproductive services The super-taxes in 
so far as they lay large incomes under contribution are all to the 
good, but they need to be imposed with care lest they have the 
effect of penalising capital There seems to be ground for thinking 
that the scheme propounded in the Budget has not sufficiently con¬ 
sidered this danger. After the war foreign capital seeking invest¬ 
ment in India will be much less plentiful than before. If the Indian 
tax system is devised primarily with regard to Indian interests it 
will be unwise to increase the difficulties of obtaining industrial 
capital for Indian investment. 

Probably the chief feature of the Budget, read in the light of 
subsequent pronouncements on the subject of the Cotton Duty, is the 
suggestion (hat in future the Indian tax system will be governed 
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primarily according to the economic interests of India as they are 
conceived in this country. 

It is not necessary to debate the old cry that the Cotton 
Excise Duties are an injustice to India, perpetrated for the benefit 
of Lancashire. At best such a cry argues a very imperfect acquain¬ 
tance with the economic theory of the subject. Doubtless there are 
many who have little use for such theory and somewhat unconvinc¬ 
ingly brush it aside by proclaiming it as “ dead as the Dodo.” But 
after all a theory is merely an explanation of facts If one theory 
is false it must be replaced by another based on a truer analysis of 
facts. The significant thing for the moment is the suggestion of a 
larger discretion which is to be exercised by India in the determina¬ 
tion of her Fiscal Policy. 


THE BENGAL HOME INDUSTRIES ASSOCIATION. 

The foundation of this Association, which is due to the great 
interest taken in the (’ottage Industries of Bengal by her Excel 
lency Lady ('armichael, promises to have really important results 
in promoting the industrial welfare of the Province. It is, how¬ 
ever, important that the Association should not squander its ener¬ 
gies through any indecision as to the problems which it has to face 
There are two points of view from which these problems may be 
approached. The one is that of the artist who desires to resuscitate 
the indigenous arts and crafts and to increase the number of their 
patrons. The other is that of the utilitarian who believes that 
agriculturalists need supplementary or bye-industries to give full 
family employment. At present the agricultural districts of 
Bengal are markedly lacking in such bye-industries and where they 
exist they are often moribund from lack of*capital and marketing 
organization. 

The second of these two aims appears immeasurably the more 
important and infinitely more difticult. It is necessary that the 
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Association should make up its mind which of the two it will adopt. 
There is, of course, no reason why it should not attempt both. But 
in the one case fair success may result from small outlay and a 
simple organization. In the other such a result is impossible. 
However, it will probably be found necessary that at first the Asso¬ 
ciation should spend some care in gathering exact information as 
to the actual condition of such home industries as exist. No ade¬ 
quate study of them has yet been made. When it has been com¬ 
pleted the specific problems that have to be tackled will be defined 
and the nature of the organization needed will become clear. 



REVIEWS. 


THE ECONOMIC LIFE OF A BENGAL DISTKICT.—By J. C. Jack 

(Clarendon Press: Ts. 6d., pp. 168). 

In the study of the Ecouoniir lite of Faridpur undertaken by Mr. Jack durinpr 
his investig-atious as Settlement Officer in that district he lias made an 
extremely valuable contribution to the subje(‘l of Indian Ef*onomics. It is 
by intensive work of this kind, by analysing in detail and reducing to 
quantitative measurements the simple facts that determine the material 
condition of tlie people, that scientific knowledge is extended and the 
foundation of sound administration is laid. Mr. Jack has brouglit to his 
task two essential qualifications: great enthusiasm and a keen appreciation 
of the need for scientific method. The result is a piece of work that is valu¬ 
able not only for the sake of the positive conclusions reached but as an 
example to other investigators of the way in which work of this kind should 
I>e planned and carried out, 

Mr. Tack has written his book priniarih tor English readers. His first 
chapter contains a vivid picture of life as it is lived in an Eastern Bengal 
village which will enable even those who have never visited India to leeon- 
struct for themselves, not only the material environment, but to a large 
extent the psychological condition also of the common people. 

From his description a number of facts at once stand out as differentiating 
the economic life of the peasantry of East Bengal from that of the pool’ 
olasses in Britain. 

It must be remembered that the people of this part of India are consider¬ 
ably better off than those of most of the regions ot the plains. Even so their 
life presents cqftain broad features which are common to the greater part of 
the rx)untry. 

* Perhaps the dominant suggestion of the whole account is that 
life is easy, free from strupgle and anxiety. One read« frequently 
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of the poor and toiling millions of India. But here we have a 
picture ol a people whose work is on the whole light, whose leisure 
is long, who are seldom homeless, who have few felt anxieties. Poor indeed 
tliey are in the sense tliat theii incomes aie scanty. But so also ore their 
wants. They may be sometimes oppressed, but rarely to the point at which 
resentment becomes active. *‘The life of the cultivator is in many ways a 
very happy life,^’ says Mr. Jack, “and he is able to meet all his desires 
without excessive work.’’ They are indeed beset with serious evils, 
such as the prevalence of disease, the risk of famine, or flood. 
But these are scarcely felt as causes of anxiety. They are rather 
submitted to as visitations against which struggle is useless. Proi 
bably the chief characteiiotic of the lives of the poor of Great Britain is 
economic insecurity. Apart from natnial disaster the chief characteristic of 
the lives of the Bengal cultivators is its economic security. 

Aiiothei oufsiandiup fact is <hc small confrihufion made hy the women 
of East Bengal to the economic income ot the familj\ Fen of them work in 
the fields, or are occupied in (V)ttage industry, oi leave tlieir liomes to work 
elsewhere. In China and Japan the women contiibute nearly as much to the 
national dividend as the men. Jn Europe the women of the poorer classes are 
nearly all wage earners. In East Bengal it is not so and a large potential 
source of wealth is wasted. 

In Chapters II. and III. ot his hook Mr. Jack sets out to examine the 
economic condition ot the people h\ means ot a (‘ompreliensive enquiry into 
expendituie and income. In a statistical work of this kind, from which 
quotations are likely to he made and used apart from theii* context, it is of the 
utmost importance that the method by wliieli the statistics have been reached 
and their precise significance should he understood. Every economist is 
familiar with the generalisation that per cent, of the people of Great 
Britain are on the verge of starvation,” a statement supposed to rest on the 
authority of Mr. Booth and Mr. Bowntree. Every economist also knows how 
fallacious suchii statement is. Only by a knowledge of the scope and method 
of their investigations can one properly interpret the final conclusions of 
theser' writers. In reviewing Mr. Jack’s enquiry it is important therefore 
consider the method by which his results were cbtained. 

The population brought under review is divided into tWo main classes, 
the agricultural and the non-agricultural. Tlie method pursued in the study 
of the economic condition of these two classes was substantially the same. 
We may therefore confine our attention to the results in so far as they relate 
to the agricultural class, tlrts being tlie more important. 



Reviews 


m 


The population included in this class and to which Mr. Jack’s fi^fures 
relate numbered 1,429,680 persons. The final classification of thene people 
according to income and economic* condition is f>*iven on })ujye 161 as follows ^ 


Class I. 

(Those living: in Comfort). 
Class II. 

(Those livinj^ below Comfort). 
Class III. 

(TIjohc above indi^cence). 

Class IV, 

(Tliose living in indigence). 


Families. 

Persons. 

Annual 

Income. 

127,10() 

788,126 

Rs. 

44,168,920. 

7.1,142 

407,601 

17,486,884. 

4G,48(S 

287,854 

8,106,248. 

'),94fi 

4f),ir>0 

1,220,874. 


From these figiii'es a fa<‘< <»f some interest, not diiecll\ mentioned hy Mr. 
duck, aj)l)ears—namely, thui the averaige nnrnher of ])ersons in the family 
differs according fo economic <*oTidi1ions. In Class T. the average family 
consists of 5*7 j)ersons; in Class IT. of 5*5 ])ersons; in Class III. of 5*1 ])ersonK: 
and in Class IV. of 4*6 pers<ms. If is ])r(d)al)le thaf ihe actual divergence is 
even greater l)e(*a\ise, as is ]>ointed out, a certain numher of girls escai)ed 
enumeration and thir sourcv'' of enor was probably greater among the (‘om- 
fortahle class than among the Indigent. Thus it would seem that poverty 
acts as a positive check on poj)ulatio:i in a well-marked manner. 

The table quoted really gives the ultimate conclusior the determination 
of which was the ])rincipal object of this j)art of the enquiry, namely, the 
rlassification of the agricultural classes into grou])s according to economic 
well being. It shows 49i ])er cent, of the families as in a state of comfort, 
that is “ a condition in which the material nec essities of life <*an he fully 
satisfied; ” 4 per cent, in a state of indigence, ‘"a condition in which a family 
has just enough to keep itself alive and no moie;’' while 28^ ])er cent, are 
placed as below comfort and 18 per cent, as above indigence. 

There are two methods hy whi(*h such a classification may he made. 
Cei*tain extenial marks may he taken as ijidices of eccmomic condition and the 
whole population may be scrutinized and c-lassified according to the judgmcuit 
of the investigator resulting from his ol)Hervation. 

The alternative method is to make an investigation into the actual inc^omc 
of each family and compare incomes with the expdliditure nec’essary to certain 
degrees of well being. 

Both these methods have their i>ariicular advantages and disadvantages« 
file former is preferable in that it gives a measure of actual poverty. The 
latter gives only a measure of potential poverty, since the possession of 
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adequate money income is not a guarantee of satisfactory use of income. 
It is also necessary to know how the income is spent and accurate budgets for 
rery large numbers are practically impossible to obtain. 

But the peculiar danger of the method of classification by observation 
when adopted on a large scale arises from the absence of clear and definite 
bases of division. Very much depends on the judgment of the observer and 
the judgment is likely to vary from one investigator to another. 

Mr, Jack is fully alive to these dangers and by the issue of careful instruc¬ 
tions to his Eanungos attempts to reduce them to a minimum. Although he 
makes use of both the methods of enquiry, using the results of the one to 
check those of the other, it is dearly the method of observation to which he 
attaclies the greater importance. *'In this country the evidence of the eye 
is ten times more valuable than the evidence of the ear.** It is nevertheless 
evident that the investigators must have liad much difficulty in assigning the 
various families to their appropriate classes. Tlie distinction between Class 
I. and Class IV. could no doubt be easily drawn. ''Where a family is well 
fed, well housed, well clothed, this is comfort.’* "A family thin and ill- 
developed, their garments old and worn, their lints ill thatched and tumble 
down, this is starvation.” 

while the separation of the extremes is easy the discrimination 
between those in comfort and those just below it and between those in 
indigence and those just above it must depend largely on the judgment of 
iklich particular investigator. The number of families in Class IV. is satis¬ 
factorily low, being 4 per cent, ot tlie w’hole. But the number in Class III. 
is nearly one-fifth of the w^hole and one would like to know more in detail than 
Mr. Jack has told us just to what extent these families are better off than 
those desc’ribed, surely rather misleadingly, us "in starvation.** This 
term stK^ild only be used of those actually dying from want of food. And 
yet whfle Mr. Ja(*k refers to those in Class IV. as in a condition of starvation 
he says elsewhere, (p. 66), “In the important matter of the consumption of 
lice the scale wliich was adopted assumed that an indigent family eats only 
half as much as a prosperous family.’’ He continues “ thev (t.c., the indigent) 
will be ill-clothed and ill-housed, but they %vill not be underfed; that is to say, 
although they will not receive sufficient nourishment to maintain their bodies 
at the greatest strength of whicdi they are capable, yet the nourishment will 
be sufficient to enable them to continue at work and to perform their ordinary 
duties.” “In practice there is no such thing as starvation for a cultivator 
in the Bengal Delta.” (P. 66). 

The families in Class IV. thus prove not to he in a state of starvation iut 
all, but may be rightly described as under-nourished. It may be remembered 
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that Mr. Eowntree in liis ^\Stu(ly oi Povei*ty” put 9 per cent, of the popu-' 
lation of York in this category. But what is the distinction between Class 
TV* and Class HI ? Mr. Jack does not tell us whether they also are undeiv 
nourished or whether their defe<‘t is merely in respect of “ c»onv©ntional 
neoessaries.’* ^It is thus a serious detect, from a scientific point of view, that 
Mr. Jack’s four classes are not separated by clearly defined marks such as 
will enable economists to give an accurate interpretation to his groupings. 

It has been pointed out that Mr. Jack has employed investigations into 
income and expenditure as a means to (‘he<*k liis classification by observation. 
To obtain statistical results of value under these two heads is a matter of 
extreme diflRculty and the author has emidoyed various ingenious devices for 
the purpose of overcoming the obstacles that confronted him. 

Obviously it is desirable lhat tlie comparative study ot exi)enditure and 
income should yield an independent classification which might then be used 
in combination with that obtained by observation. As a matter of fact the 
former has apparently been determined to some extent at least as an inference 
from the latter. 

The enquiiy may be analysed into the iollowing steps: — 

1. From a careful study of the habits of some poor families model 
budgets were drawn up for each ot the four classes showing the annual outlay 
in terms of cash incurred by a representative family in each group. The 
result is stated as showing a normal expenditure of Rs. 50 per head for families 
in Class I. and Rs, 20 a head in Class TV. Certain poinfs may be noticed 
regarding the calculation of these normal budgets. 

The method of fi*aming them seems to have been as follows: — 

1. To ascertain the cjuautities of grain and other foods grown and 

consumed by the family and to convert them into cash values at 

Current Market rates. 

2. To ascertain by enquiry the actual cash outgoings upon (a) recur¬ 

ring, (b) non-recurring expenditure. 

3. To assign the right proportion of (6) to the annual outlay. 

These model budgets represent, not an ideal outlay of resources required 
to give the best results for a given income, but the amount actually spent h\ 
a typical family in each class. Regarded from this point of view certain 
omissions should be noted. In Eastern Bengal nearly all the cultivating 
families catch a considerable quantity of fish for their own consumption. Mr. 
JSok found it impossible to estimate the quantity thus obtained and therefore 
ils cash value is omitted* The item “luxuries” is also omitted. Nothing 
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in set down for interest on debt. Time the statement that prr capita expen¬ 
diture is Bs. 50 per aunUm in Class I. and Its. 20 in Class IV. cannot be taken 
as the money value of their total consumption. Mr. »Tack remarks (p. 68); 
‘‘that expenditure tended to amount in all families in a similar degree of 
prosperity to identical totals.’* This is a very suspicious statement. The 
poor classes do not represent four clearly distinct and homogeneous groups, 
hut rather an arbitrary breaking up for pui-pose of descTiption of a continuous 
series. If exjienditure of every family in a group w^us found to be very nearly 
identical in amount tlie suspicion is hard to resist that the grouping was first 
made and then the expenditure regarded as tyi)ical tor each group assigned 
as the actual outlay for each family in it. 

This was in fact the case in respect of the principal item of expenditure, 
viz>f upon food. A family was by inspec'tion assigned to a given class. The 
amount of food shewn as normally required b> a fUmil.v in this class was then 
assumed to be consumed. The Cash equivalent was thus set down as expended 
for this pui*j)ose, less tlie actual value ot food jnirchased. In this way the 
principal item in the family biidget was largely obtained as an inference from 
the classification by insi)ection. 

2. vStandard Budgets having been framed, indicative, not of total outlay, 
but of that part spent on the necessaries and (*oiiventional necessaries, the 
next step was to asceriain by eiu|uir\ the a<*tuul in<*ome from all sources of 
each family. Those familiar >nth sucli eiM|uiries know how difficult it is to 
bbtain complete statements of income from illiterate peisoiis accustomed to 
keep no accounts. As Mr. Jack points out “ most cultivators in Faridpur have 
some subsidiary occupation ” but the annual earnings under this head must 
have been only obtainable as a rough approximation. Again many families 
reap an income from sale ot dairy produce, bye-products, fruit, etc., but 
owing to the impossibility of obtaining accurate figures for smdi receipts the 
item was usually omitted, “ so that for the distri<‘t as a whole the total income 
derived from these sources was grentlv under-estimated.** The incomes for 
the four classes.of the cultivating jKipulation are given as Bs. 60 per head for 
Class I., Es. 43*for Class If., Rs. 34 for Class III., and Es. 27 for Class TV. If 
tbese^gures are compared with those for expenditure already quoted it will 
be seen that a fair margin remains to the cultivator alter his necessary outlay 
is discharged. Presumably this is spent either in meeting the interest on 
debt, or on luxuries. It is, however, curious to find an excess of income over 
expenditure amounting to Bs. 7 i>er head in the case of those in Class IV. 
Mr, Jack shows that they are too poor to have credit and therefore are little 
indebted. They cannot be exiiected to spend much on luxuries. And yet 
income exceeds expenditure, so far as recorded, by over 30 per cent. 
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Pxobably it will be agreed tbat these attempts to estimate money income 
and ezpenditare are at best only a rough approximations. As such they are 
stSl of Talue, but it is nevertheless important that, in referring to the con- 
oittsions of a work that is likely to be widely quoted, the existence of a con- 
aiderabk margin of unavoidable error should be allowed for. 

The two remaining chapters of the book are devoted to an examination 
of the indebtedness of the people and the burden of taxation. There is no 
space within the limits of this review to discuss these chapters in detail, but 
some of Mr. Jack’s conclusions may be noticed. A striking fact is that 66 
per cent, of the cultivating population are free from debt, while only per 
cent, are hopelessly involved. If the extent of indebtedness discovered was 
approximately near the truth then the debt burden is a comparatively light 
one in East Bengal. 

But in these figures no account is taken of short-term loans incurred for 
the purchase of seeds or of food during the lean weeks before the harvest. 
6^uch loans bear enormous interest and are regularly repaid out of the ensuing 
crop. 

It is said that the whole ''loan fund’’ of the professional money-lenders 
is employed each year and that interest is determined by the interplay of 
demand and supply. Tet at such rates of interest as are charged the loan 
fund should increase very rapidly if interest is at all regularly paid, unless 
ibe number of lenders is very large and the proceeds of the loans go to support 
a considerable number of families. If this is not the case what becomes of 
file surplus wealth of the money-lender? Presumably it is acquired in one 
generation and sqandered in the next with the result that capital remains more 
or less constant. 

Mr. Jack very naturally has no cut and dried remedy to propose for the 
evil of indebtedness. The evil is indeed not so much in the fact of indebted¬ 
ness itself as in the wasteful and unproductive use of the money borrowed. 
The play of economic forces is normally expected to bring about a transference 
of property from those who use it wastefully to those who use it productively. 
In India one looks in vain for a class of eflEicient agricultural entrepreneur. 
ITexther the large semindars, the patni-dars, the mahajans, nor the cultivators 
seem capable of producing a class of efficient farmers who control-the use of 
the land as a means to maximum production. 

In his account of Taxation Mr. Jack brings to light some very illuminat- 
big facts. He shows what an amaiingly low revenue is gathered by the Stfte 
from tibe Bij&in taxpayer. In Paridpur it is 3s. 8Jd. per head as compared 
witb ill Japan, ^4-0-0 in Sweden, wd ^3-lM in Italy. Moyepref 
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be mai&taiss that taxable capacity ia probably as g^at in Faridpnr as in the 
country districts of Japan or Italy. There is no doubt that one of the great 
needs of the present time is an increase of taxation in India the proceeds from 
which shall be used in productive expenditure. The increased burden is well 
within the capacity of the people and before long the reward would be gained 
in an increased volume of production and an improved standard of comfort. 
There is a degree of lightness in taxation which is merely an index of State 
responsibilities unfulfilled. 

In concluding this review it may be permitted to express again the hope 
uttered at its beginning, that other competent investigators will be stimulated 
by Mr.,Tack’s most valuable study to give us the results of similar researches 
into the economic conditions of other districts in the various Provinces of 
India. 

C. J. HAMn^TON. 


REPORT OP THE WORKING OF CO-OPERATIVE ROCIETIES IN 

BENGAL for the year 1915-16. 

PuBiNO the year under review the numbei of societies of all kinds has risen 
from 1,992 to 2,24*i; the membership from 107,116 to 121,803 and the working 
capital from Rs. 1,09,51,060 to Rs. 1,24.48,673. These figures will show 
that the progress of the movement, though slow, has been steady. The rate 
of progress this year was less rapid than in the last four years. Added to the 
unfavourable agricultural condition of last year and the excessive rainfall and 
floods in several districts, “ the jiolicy of brake ” is responsible for the com¬ 
parative slowness of development. We are glad that this policy was not 
followed too rigidly, the Registrar having recognised “ that there is a distinct 
danger that any refusal to respond to a spontaneous demand for societies may 
in the end inflict lasting injury on the movement.” 

During the year under review there have been two additions to the 
Bumbet> of grain bonks, and both these two have been formed in the district 
of Midnapore in the Ehelar area. Perhaps the most interesting experiment 
mads during the year is the formation of the Khelor Irrigation Society for 
securing an equitable distribution of water from the bund across a stream 
to irrigate paddy fields and for keeping it in proper repair. The Society 
will levy a small water rate for meeting the cost of its repair and other ind* 
dental expenses. The career of this newly formed society will be watoh94 
yrith deep interest by all 0(Mperators. 
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We ate muck interested to find that there are two shoe-makers’ societies 
in Birbhnm district. Next year these two societies will, we are told, figure 
as societies for production and sale, for they have already made a beginning in 
purchasing leather at wholesale rates and in retailing it to the members. 

We think*^that an attempt should be made to form Co-operative Stores 
amongst the boardei^s of College Hostels on the lines of Allahabad Macdonnell 
Boarding House Stores. If such stores could be successfully managed, the 
cost of living would be appreciably reduced and better things and better 
articles of food would be more easily obtainable. 

We are glad to notice the progress made by the Dacca Co-operative Dairy 
which is now an established institution, valued and appreciated by the Dacca 
public. We share the Begistrar’s conviction that the most practical solution 
of the problem of milk-supply in large cities like Calcutta lies in the forma¬ 
tion of distributive societies on the model ot the Dacca Co-operative Dairy, 
l^rogress in this line cannot apparently be made unless additional staff is 
Ijrovided. 

In co-operation with the Department of Fisheries the Registrar has been 
able to form seven societies amongst fishermen for the purposes of giving loans 
to the members, of taking dkect leases of fishery rights, and of making better 
arrangements for the disposal of the catches. A scheme is being worked out 
for the disposal of the catches of fishermen’s society in the Calcutta market: 
it is most likely that a sale depot will be opened near some central market in 
Calcutta. 

We read—“industiial (jo-operation is likely to occupy a prominent place 
in the future programme of this department, and it will be necessary before 
long to appoint special officers lor the different industries which will be taken 
up.’* As an experimental measure an Inspector of Weaving Societies has 
been appointed. There are already seventeen weavers* societies in Bengal: 
steps have been taken to supply them with raw materials at wholesale rates 
with the object of retailing them to the members. In the case of those 
societies of which the finished products do not command any local market 
arrangements have recently been made ior their sale in Calcutta. From the 
Jst of January last a ^‘Home Industries Sale Depot” has been opened in 
Bowbasar Street where not only the products of^ all weavers’ societies, but 
those of other industrial societies to be organised hereafter, will be stocked 
fet sale. This is a very important development of co-operative enterprise in 
Bengal, and it will vety largely encourage the sale of the home handicrafts 
of Bengal* ^e inauguration of the Bengal Home Industries Associa^ 
tion’* and the Bengal Home Industries Sale Depot” makes an important 
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epoch in the induetrial renaissance of Bengal: and in the successful pSotinf 
of both these new Tontures the active participation of the S^rtment of 
Go<operation is essentially necessary* 

We congratulate Bai J. M. Mitra, Bahadur^ M.A«^ the indefatigable 
Registrar of Go*operative Societies, Bengal, for the very satisfactory account 
which he has given to us of the working of his Department during the last 
year-—still more for his bold outline of a vigorous policy for developing 
industrial coH^peration in Bengal. 

PUNCHANANDAS MUKHEKJEE. 


•‘THE CU-OPEEATIYE MOVEMENT IN INDIA By P. Mukhee/i. 

(Thackee, Spikk k Co., Us. 4-8, pp. 463). 

“If the student desiica to help forward the greatest end the most 
potent modem economic movement in India, and to introduce 
his less favoured fellowmen to the blessings of a lull economic 
life, he should not only learn the theories and principle) of coopera¬ 
tion, but he should know also how to form Co-operative Societies.*' 
Thus writes Professor Mukherji in the preface to the second edition of his 
excellent book “The Co-operative Movement in India" (Thackei, Spink and 
Co.t Bs. 4-8; and we commend his advice to all Indan citisens. 

I It is no easy tusk to write a comprehensive book on Indian Co-operation. 
The organisation of co-operative ^societies must, if it is to be successful, be 
suited to the environment in which it is to operate. Much dei>ends upon the 
people who are to be the members of the societies; and comparisons between 
different Provinces, if made with the idea of working towards a stereotyped 
uniformity, work incalculable mischief. It is not merely the student, but 
the person in high places also, who must bear in mind that India is a name 
which we give to a great region including a multitude of diffeieut countries. 
Scotland is more like Spain than Bengal is like the Punjab; and not less than 
fifty languages,^which may rightly be called separate, are spoken in India. 
Go-operation is, indeed, based ujion certain eternal principles but it may and 
does fihd definite expression in many different forms. Sick men would soon 
learn to avoid the ministrations of a doctor who had no more than a single 
remedy for all the ailments which the human species. 

But the author of this book writes with an understanding mind, and his 
methods are both impartial and scientific. He grasps that the citisen, in 
order to be worthy of the name, must add deeds to words and must acquire 
knowledge in order that it may be a preliminary to work. Chapters 1. and 
II. deal with the movemeiit in countries outside India, and they should 
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suggoit the thought that it the ecouomio weapon of co-operation is one which 
no great country despises it is high time Indian Githsens roused themselves 
to a {uUer and more practical sense of their civic duties. To be elective the 
oo<^perative movement in India must have the service ot more non-official 
workers^ of m(^e and more educated men to teach^ to lead^ to set an example. 
And if it be true that the worth oi a co-operative society is the worth of it's 
members ** it is at least as tiue that (iovernments follow the trend of popular 
opinion and feeling, li the people oi India want to make Co-oi>eration the 
valued and efficient organization which it is in Germany, in Italy, or in Japan, 
it is well within their power to do so. But Government alone cannot do much 
more than indicate the way and then, when the time comes, follow with the 
crowd. That is a lesson which we can learn from England and Ireland as 
well as froip Germany, if not irom Japan wheie the Mikado is still levered 
by the majority as a visible deity and the theocratic tiadition may still be 
seen at work behind the thin veil ot a Western constitution. Nevertheless 
we, in India, may remember and pondei the tact that in Japan every village 
has it’s own Agricultural Association and 76 per cent, ot Japanese towns, 
villages, and hamlets, theii* own co-operative credit societies. 

In Chapter HI. Professor Mukherji discusses, with commendable brevity, 
the much vexed question ot rural indebtedness in India which, like the 
debtors themselves, is always with us. Want oi thrift is by no means the 
only cause which rendeis the villager’s burden of debt so heavy that it 
destroys his ambition and blunts his feelings; it is not much use telling a 
man to save when he has no margin of income available for the purpose. The 
cultivator borrows, very frequently is forced by his landlord to borrow, seed 
at exorbitant interest; he pays back in kind at rates most untavourable to 
him but favourable to the landlord. He has to borrow from the local niahajan 
for the expenses incidental to cultivation, such as weeding, and for food and 
clothes. Add these facts to very imperfect agriculture and no room remains 
for wonder that the small holder in India is so badly oif in many parts of the 
country. The remedies for this economic disease are indicated in the 
Professor’s book; they are (i) Better Business (ii) Better Farming, and (iii) 
Better Immg, Co-operative Credit is but a means to an end, it is not itself 
all that the movement aims at, and much depends u^ion the degree oi success 
attained by the leaders of Co-oi>eratiou in India on the moral as well as on the 
material side of their activities. The student would, therefoie, do well to 
pay special attention to Chapters IX., X., and XJII. Nor does our author 
neglect to deal with the future oi Indian Industry, intimately connected as 
it is with the improvement of our cultivation and the increased productive 
PQWer of Indian soil. We live in an age of piogress and of great events, and 
we see, not indeed as through a glass darkly, but quite clearly that for India 
there oan be no looking back but a steady and determined march onwards 
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with her comrades in the ranks of the British Empire. Hie time will ooaid 
when India will turn out her own locomotives, her owid power engines, 
her own electrical plant,^-eren her own aeroplanes and ships. But if 
that time is to arrive at all, there must he a great reform of Indian^ 
agriculture. And because better finance is the indispensable preliminary to 
that reform, and because without that reform there ran be no great future for 
grand scale industries in India, co-operative credit is essential. That is the 
point of view which every Indian Citken is sure to take when once Uis eyes 
are opened. 

It is not, of course, to be supposed that Indian Co-operation ends with 
the rural credit society. In his Chapter XIV. Professor Mukherji shows 
what can be done in the matter of co-operative housing; and his account of 
a co-operative dispensary deserves special attention. And if the Fishermen’s 
Co-operative Societies succeed not only will a most formidable task haVe been 
accomplished, but we may find ourselves iii sympathy with Danton’s frame 
of mind upon a memorable occasion. Better,” declared that volcanic poli¬ 
tician in all the bitterness of defeat, **to be a poor fisherman than to 
meddle with the Government of men.” The lot of the fisherman is by no 
means an enviable one, and in reaching down to him the organisation of 
oo-operation proves it’s great adaptability. 

As regards the problems, of co-operative higher finance there is not much 
to be said; but what can be said with safety will be found in Chapters XVI., 
XVII., and XVIII. Ten years hence when Professor Hukherji’s book has 
been revised again and again,—and yet, probably, again, tor the progress of 
the movement is rapid—^we may expect to find in it an account of the AU 
India Co-operative Bank,” and we may, also, be sure that the account will 
be as lucid, as comprehensive, and as thorougli as the work now reviewed. 

H. E. CEOSTHWAITE. 


riTEEENCY REFORM IN THE STRAITS SETTtEMENTS.^By J. 0. 

ANTHoiriSjp} C.M.Q. (R. W. Simpson and Co., Ltd.). 

Tttis work of Mr. Anthoniss is of high value to the student of monetary 
theory—-when an expert undertakes a comparative study of the formation and 
working of two cloeely allied monetary systems in different oountries, the 
results cannot fail to be of the highest interest. It is not often that it is 
liosttble to apply the method of experiment in the field of economics, and 
wherever such inductive studies are possible, the opportunity should be 
eagerly welcomed. The main theme of the present book is the development 
of the Currency system of ^he Straits Settlements, but the author makcHi fre¬ 
quent refexenoes to the monetary history of India. Not is his horison bounded 
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Ly India and the Straits. He has studied to very fjood purpose the system 
adopted in Java, where, in some respects, they seem to have advanced a 
ftage further than in India or the Straits Settlements. Whenever a central 
bank, of the type advocated by Mr. Keynes, is started in India, it will have 
much to learn f|rom the methods of the Java bank. 

To the Indian reader the main interest of the book lies in the comparisons 
instituted between the monetary systems of India and the Straits. The 
contrasts are no less instructive than the analogies. At some points indeed 
the Straits system started on different lines from ours hut was forced by cir- 
cumstanoes to adopt our methods. We shall notice those aspects of the book 
which will appeal moat to the Indian reader. 

While the monetary systems of India and the Straits have much in 
common, they also show some noteworthy differences The differences begin 
with the very inception of the systems. Before the Straits Settlements could 
be in the position in wbicb India was in 189»3, they bad to demonetise the 
Mexican and British dollars. Tlieir complete demonetisation bad to be 
deferred till the supply of the new dollars was sufficient for the ordinary 
money work. When the new dollars were coined their expoit as well as the 
imports of the demonetised coins bad to be prohibited. It was only aftei* n 
sufficient number of the new dollars were coined that their further coinage 
was to cease in accordance with the Indian precedent. Moreover, while in 
India the plan was followed, of announcing in advance the exchange value of 
the Rupee, in the Straits the opposite plan was adopted. The more cautious 
policy was followed of controlling the supply of the dollai, and of their being 
guided by experience as to the determination of the value to he given to it. 
Experience showed, however, that this policy had no advantage over that fol¬ 
lowed in India, since it did not achieve its object of preventing speculation. 
India was also spared a great controversy which raged in the Straits on the 
question whether tlie new coin should conform to the old one in weight and 
fineness or whether its silver content should be reduced as a result of the rise 
in the price of silver. Eminent critics like Professor Kemmerer and Dr. Vis* 
seringh believed that a lighter weight dollar should have been introduced fol¬ 
lowing the precedent of Japan, Mexico and the Philippines. Kemmerer 
observed: Within a short time Japan, Mexico and the Philippines have 

taken measures in this direction, consequent on the recent high price^of silver. 
The Straits Settlements, however, afford the only instance in recent monetary 
history of a material alteration in the unit of value deliberately made to meet 
each a contingency,'* To this, Mr. Anthonisi replies that, at least to start 
with, the Straits public would not have readily accepted a lighter weight dol* 
lar. The maioh of evente, however, to some extent vindicated the arguments 
the pritiofl. For about 1906, thp price of silver rose to such an extept 
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with her comrades in the ranks of the Britieh Empire. Die time will come 
when India will turn out her own locottdtives, her own power enginee, 
her own electrical plant,—even her own eeroplanes and ships. But if 
that time is to arrive at all, there must he a great reform of Indian^ 
agriculture. And because better finance is the indispensable preliminary to 
that reform, and because without that reform there can be no great future for 
grand scale industries in India, co-operative credit is essential. That is the 
point of view which every Indian Citizen is sure to take when once Uis eyes 
are opened. 

It is not, of course, to be supposed that Indian Co-operation ends with 
the rural credit society. In bis Chapter XIV. Professor Mukherji shows 
wbat can be done in the matter of co-operative housing; and his account of 
a co-operative dispensary deserves special attention. And if the Fishermen’s 
Co-operative Societies succeed not only will u most folinidable task haVe been 
accomplished, but we may find ourselves in sympathy with Danton’s frame 
of mind upon a memorable occasion. ^'Better,’* declared that volcanic poli¬ 
tician in all the bitterness of defeat, **to be a poor fishieman than to 
meddle with the Government of men.*' The lot of the fisherman is by no 
means an enviable one, and in reaching down to him the organization of 
co-operation proves it’s great adaptability. 

As regards the problems of co-operative higher finance there is not much 
to be said; but what can be said with safety will be found in Chapters XVI., 
XVII., and XVIII. Ten years hence when Professor Mukherji’s book has 
been revised again and again,—and yet, probably, again, for the progress of 
the movement is rapid—we may expect to find in it an account of the All 
India Co-operative Bank,” and we may, also, be sure that the account will 
be as lucid, as comprehensive, and as thorough as the work now reviewed* 

H. E. CE0«THWAITE. 


riTRRENCY REFORM IN THE STRAITS SETTLEMBNTS*-By O. 

AirrHOKi^.^ C.M.G. (R. W. Simfsok and Co., Ltd.). 

I^mji work of Hr. Authoniss is of high value to the student of monetary 
theory—when an expert undertakes a comparative study of the formation and 
working of two closely allied monetary systems in different countries, ike 
ramlts cannot fail to be of the highest interest. It is not often that it is 
{lOisible to apply the method of experiment in the field of economies, and 
wherever such ind.uctive studies are possible, the opportunity should be 
eageriy welcomed. The main theme of the present book is the developm^t 
of the Currency S 3 r 8 tein off the Straits Settlements, but the author makes fre- 
<}uent refetenoes to the monetary history of India. Nor is his horizon bounded 
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Ly India and the Straits. He has studied to very prood purpose the system 
adopted in Java, where, in some respects, they seem to have advanced a 
stage further than in India or the Straits Settlements. Whenever a central 
bank, of the type advocated by Mr. Keynes, is started in India, it will have 
much to learnirom the methods of the Java hank. 

To the Indian reader the main interest of the book lies in the comparisons 
instituted between the monetary systems of India and the Straits. The 
contrasts are no less instructive than the analogies At some points indeed 
the Straits system started on different lines from ours hut was forced by cir¬ 
cumstances to adopt our methods. We shall notice those aspects of the book 
which will appeal most to the Indian reader. 

While the monetary systems of India and the Straits have much in 
common, they also show some noteworthy differences. The differences begin 
with the very inception of the systems. Before the Straits Settlements could 
he in the position in which Trdia was in 1893, they had to demonetise the 
Mexican and British dollars. Tlieir complete demonetisation had to be 
deferred till the supply of the new dollars was sufficient for the ordinary 
money work. When the new dollars were coined their expoit as well as the 
imports of the demonetised coins had to be prohibited. It was only after a 
sufficient number of the new dollars were coined that their further coinage 
was to cease in aciordance with the Indian pre(‘edent. Moreover, while in 
India the plan was followed, of announcing in advance the exchange value of 
the Rupee, in the Straits the opposite plan was adopted. The more cautious 
policy was followed of controlling the supply of the dollar, and of their being 
guided by experience as to the determination of the value to be given to it. 
Experience showed, however, that this i>olicv had no advantage over that fol¬ 
lowed in India, since it did not achieve its object of preventing speculation. 
India was also spared a great controversy which raged in the Straits on the 
question whether the new coin should conform to the old one in weight and 
fineness or whether its silver content should be reduced as a result of the rise 
in the price of silver. Eminent critics like Professor Eemmerer and Dr. Vis- 
seringh believed that a lighter weight dollar should have been introduced fol¬ 
lowing the precedent of Japan, Mexico and the Philippines. Eemmerer 
observed: Within a short time Japan, Mexico and the Philippines have 

taken measures in this direction, consequent on the recent high price of silver. 
The Straits Settlements, however, afford the only instance in recent monetary 
history of a material alteration in the unit of value deliberately made to meet 
such a contingency.” To this, Mr. Anthonies replies that, at least to start 
with, the Straits public would not have readily accepted a lighter weight dol* 
lar. The mavdi of events, however, to some extent vindicated the arguments 
of the critics, Eo? about 1906, tho price of silver yose to such an extent that 
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the Straits Oovenunent had to reduOe the ailvet content of the dollar to 812 
(Trains. 

The amal(Tamation of the Paper Currency Beserve and tlie Gold Standard 
Keeem has often been urged in India, but the proposal has been rejected, 
for proi>er reasons. The reform has, however, been brought about in the 
Straits Settlements, for circumstances there were more favourable to it. In 
India there exists a large internal demand for gold on account of the pro* 
pensity to hoard gold or to convert it 4nto ornaments. Moreover, as Sir L. 
Abraham has observed, in view of the very sensitive and conservative Indian 
public* oirinion in these matters, to mix up a Paper Currency Reserve which 
serves one purpose and a gold standard reserve which serves another purpose, 
might shake Indian public opinion; the gold in the Paper Currency Reserve 
is meant to flow out in good times, and the assets of the gold standard leserve 
are meant to be kept intact for bad times, and the result of an amalgamation 
would be the dissipation of the gold in the Gold Standard Reserve in 
prosperous times.In the Straits Settlements there is no large internal 
demand for gold, and hence there has been no objection to the merger. The 
crisis of 1907*1908 showed the disadvantage of holding separate funds ear¬ 
marked for special objects, and also proved that in such operations as were 
ne(^essitated the Gold Standard Reserve was being used to a small extent only. 
Hence the decision was arrived at to join all the leserve funds into one large 
reserve and this resolution was carried into effect by the legislation of 1913. 

We may now observe how the experience of the Straits Settlements has 
vindicated some important features of the Gold Exchange Standard as 
established in India. To start with the Lindsay scheme was not fully 
adopted by the Straits Government but its adoption was forced on the Straits 
to save their new currency from collapse. We need not, however, blame 
those who were in charge of the initial stages of the Straits Currency. There 
were no great prospects there of profits from the seigniorage or the sale of 
dollars, and hence there was no likelihood of obtaining the means wherewith 
to start a gold reserve fund. The Straits Gbvemment relied merely on their 
control of the supply of the dollar to prevnt it from falling beloy par. 

«{t was only much later that the formation of a Gold Standard Reserve 
became possible from the profits obtained from the scigniorag^e of the smaller 
dollar. Moreover notes became popular and displaced the dollars to such an 
extent that large profits were obtdned. Once formed, however, the Gold 
Standard Reserve was no( long in demonshating its utility. It was this 
rsaerve that stved the mtuation during the crisis of 1907*1908 by enabling 
a local iisiie of gold and the sale of ielegraphio transfers. 

We now come to another topic as to which the policy adopted by India 
hat been vindicated by the experience of the Straits Settlements, Tt has 



Reaiem 


38A 


brottfht home to os that the Gold Standard Reserve is best located 
London* But, to start with, the Straits Government adopted the policy of 
keeping the whole of its gold reserve in Singapore. It is important to note 
that that Government had at last, after some years, to change its course and 
to follow the J^Aim example in this respect, too. The crisis of 1907-1908 made 
it clear to the Straits Government that ** the gold demanded should be left 
when it was wanted and where it could be given out to the purchasers with 
the least delay and at the least expense ” To quote the dictum of the 
Secretary of State on the point the policy of holding g^ld in Singapore can 
hardly be said to have been a conspicuous succ'ess; so far as I can see there 
is no object which would not equally be well attained by holding it in liondon; 
and, of course, in the latter case the gold would be earning interest, while 
it would be lying idle in Singapore.” The crisis of 1907-1908 also taught 
the Straits Government a lesson which India had already learnt, that 
securities forming part of the gold reserve could not be easily realised, and 
that a considerable portion of the Reseiwe should be held in gold. The Oom- 
mission on Indian Finance and Currency has laid proper emphasis on this 
matter. 

There is another aspect in which Mr. Anthonisz would have the Straits 
Government follow the example of India. The question has long been argued 
in India, whether the India Office should make a point of not selling drafts in 
any circumstances below gold point, or below any arbitrarily fixed late. So 
far as India is concerned, it has been settled by the Royal Commission that 
the discretion of the Secretary of State should not be limited in such urcum- 
stances, and that he should have the power to draw at current rates of 
exchange when the remittance became necessary. In the Straits Settlement 
it is proposed to buy remittance only between the par of exchange and the 
import point. But Mr. Anthonisz is of opinion that if the Indian method 
was followed great economies would be effected. The rigid rule of adhering 
to the gold points is also departed from in the case of the purchase of gold 
in transit, and here, too, the student of Indian economics will discover 
analogies which are worth further study. 

Recent events have added increased inteiest to some remarks of Hr. 
Anthoniss as to the position of the Straits Currency in case of a great rise in 
the value of silver. The later reduction in the silver content of the Straits 
dollar has strengthened its position, and ** the outer fortification of the 
Indian Rupee and the Japanese silver half-yen must be taken first before the 
Straits Settlements new dollar could be seised for sale in bullion.” It is also 
w^ worth noting what Mr. Anthonies proposes io do if the worst comes to 
the worst and silver rises about 44id. so that it may pay to melt the uoUar. 
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der cn^s. But siudi crops will not be frown uiless can ba 
mffiRket^. The demand for these crops AmM be assc^ on lA 

their value as cattle fodder. It is a common-place that fodian cattlo have 
a very low work-valne on account of their bid nouiishmeni These oai^e 
are regularly supported on food that ie very deficient in ilbumiaiMds. But 
it is just in this reqwct that leguminous fodders are rioh. Hence the pmo- 
tical problem is to connect the potential supply from the desert areas with 
the potential demand for cattle food. The solution seems to depend mainly 
upon the possibility of proving to the cultivator the economic advantage of 
keeping fewer cattle, but obtaining mote uroik out of them. 

Unfortunately such a result probably depends upon a better organisation 
of cultivation in respect of sise and distribution of holdings, a refonr that 
is difficult to bring about. 

C. J. HAMILTON. 
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RECENT PROBLEMS OF INDIAN CURRENCY 
AND EXCHANGE. 

I. 

Before the outbreak of the present war there was a school of 
Ecoscanists who believed that modern nations had become so inter- 
dependant economically and that, in particular, the organisation of 
international credit and exchange had become so delicate in its 
m wn haniaTn that the existence of war upon a large scale would bring 
rapidly to the ground the whole structure of international finance' 
and with it the possibility of the continuance of international trade. 

On the outbreak of war this theory was rapidly put to the test 
and, so far as its main conclusion goes, proved to be false. 

Despite the temporary collapse of the money markets of the 
wOTld and the general uncertainty as to the course of events during 
the first days of the crisis, nothing was more remarkable than the 
rapidity with which the injuries to this credit structure were 
patched up and the machinery of international trade again set in 
motion. But while this machinery has continued in operation and, 
(m tibe whole with remarkable success, the war has caused and is 
the appearance of a number of problems within the sphere of 
cpiiiaaGy and exchange which are certainly of great temporary 
lartievaBt and may have lasting caa^ueuoes. 

;^,lt is purpose of this article to examine the working of the 
IftiRPI i^ist^ of cuiTMC^ and exchange since the Summer of 
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with the object of consideriog the special difficulties that have 
affected the Indian monetary system in consequence of the war. 

In discussing these questions it is important to bear clearly in 
mind the two ultimate aims which that system sets out to achieve. 

The first is the provision of internal currency in such quantity 
as is required by the varying volume of trade. The second is the 
provision of external currency for the discharge of India’s 
international obligations, with the necessary condition of 
maintaining the parity of exchange between the internal and the 
external monetary media. It is upon the success with which these 
two objects are fulfilled that the Gold Exchange Standard has to be 
judged and the whole of Indian monetary policy has been shaped in 
accordance with the undertaking by Government of the duty of 
achieving them. 

As Mr. Keyne-J has expressed it, “ The Indian Authorities have 
undertaken a double responsibility and must be prepared to supply 
rupees in pa3unent for Council Bills or in exchange for sovereigns, 
and, on the other hand, th^ must be prepared also to supply sterling 
or sterling drafts in exchange for rupees. The maintenance of 
the Indian system depends on their ability to fulfil this double 
obligation to whatever extent it may be required of them.” 

In discussing the extent to which the Government has been able 
to fulfil these responsibilities during the exceptional conditions 
imposed by the war we may conveniently divide the subject into 
three parts:— 

(1) The period of falling exchange and the dangw of a gold 
* drain. 

.. (2) The jwnod of rising exchange and the danger of a silver 
drain. 

(8) The special problems attaching to the rise in the jwice 
of silver os affecting the exchange value of tiie rupee. 

Upon the outbreak of war ,the dominant consideration In lilie 
sphere of finance was the danger of a general collapse of credit. 

vast cycle of exchange whereby goods and services |ias8 froiq 
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hsnd to h^nd and income accrues to meet expenditure is carried on 
in tho main by means of representative money. I f, in this cycle of 
exchange, some great and sudden disturbance occurs, the capacity to 
meat liabilities, which essentially depends upon the continuance of 
the process of exchange, is in general danger. The very existened 
of that “ money ” which is the mechanism of exchange is threatened." 
For it in large measure consists of documentary claims to goods at 
ceilain values. If the violent interruption of exchange causes these 
values to become wholly uncertain and even non-existent the very 
basis of credit and of representative money is undermined. In this 
general uncertainty every creditor strives to secure the payment due 
to him and this attempt is in itself the greatest danger to the 
maintenance of the cycle of exchange. 

We are familiar with the steps taken in England and in other 
countries in the early days of the war to prevent this collapse of 
credit and of values by the various devices of the closing of the great 
stock and produce markets, by the declaration of moratoria and by 
the issue of fiduciary money by the State to take the place of the 
gold which it was so necessary to economise. 

In India the dangers that might have been apprehended 
upon the appearance of a great European crisis were :— 

(1) The paralysis of trade in consequence of the sudden 

contraction of the circulating medium. 

(2) A run on the Paper Currency Reserve in consequence of 

a large encashment of notes and possibly also an 
attemt to exchange rupees for gold. 

(3) The sudden recall of funds due by India to London 

together with a contraction in the demand for Indian 
exports and a consequent gold drain. 

We may briefly consider these topics in turn. The danger of 
a collapse of internal exchange in India was far less than in most 
qther countries for the reason that her industrial and ciedit 
organisation is stiU very primitive and ill developed. 
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A regme of barter and subsistence fanning has the advantage 
as Wrell as the defects which a simple mrganism possesses over a 
complex in being less dependent on cO-ordinati(m with its environ¬ 
ment. Although barter has indeed mostly given place to a mcoM^ 
economy in India transactions axe chiefly in hard cash rather than 
in bank money and thus less sensitive to a failure of credit. 

Thus the greater part of Indian Economic life continued 
hardly conscious of the upheaval that was agitating the more hif^ly 
developed industrial countries. Only those dependant on the 
export trades, such as jute and cotton, suffered from the sudden 
contraction of demand. 

The transactions upon the Indian Stock Exchanges are almost 
entirely of a local character. Thus, one of the causes which led to 
the closing of the London Stock Exchange, namely, the difficulty of 
obtaining a settlement of debts due from abroad did not operate in 
Calcutta and Bombay. 

It is true that another danger which was very prmninent in 
London also existed, to some extent, in India, namely, that a general 
sale of securities might cause a slump in their values and hence a 
contraction of the cover.for bank credit with resulting grave 
difficulty for those indebted to the banks. But the volume of 
securities so pledged being small in India the problem was not such 
as to cause the banks any serious anxiety. Perhaps it was 
fortrmate in this respect that the weaker elements in Indian 
banking had been purged shortly before the War. Despite the 
general success with which the banks met the position two native 
banks were compelled to suspend payment, namely, the Pimjab 
Co-operative Bank and the Bank of Upper India. 

Even before the banking crisis of 1913 had occurred, an 
important development in the relation between the State and the 
Presidency Banks had taken place, namely, the Secretary of State 
had empowered the Indian Government in case of need to lend up 
to 3 million sterling to the Presidency Banks at a rate of interest 
below the market rate. Previously any aocommodatimi offered by 
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the Govennaent to the Presidency Banks had been at market 
rates of interest, thus offering little inducement to the use of such 
funds. The change therefore marks a closer relationship between 
the Government and the Banks which has no doubt resulted from 
the Chamberlain Commission. 

The knowledge of this reserve power must have given 
additional confidence to the Presidency Banks during the 
uncertainty of the early weeks of the war. The Government also 
stood behind the Banks in order to help the financing of the Cotton 
crop for the prevention of a disastrous slump in values and in 
this connection the Government was empowered to invest up 
to 4 million from the Paper Currency Reserve. 

The most serious instance of panic action occurred among the 
Savings Bank depositors. On Slst July 1914, these deposits had risen 
to 24i crores. By the end of September 1914, 6 crores had been 
withdrawn and by the end of 1915 the withdrawals had amounted 
to 10^ crores causing a heavy demand upon the general cash 
balances. Since then, however, there has been a gradual restoration 
of confidence and an increase of deposits. 

So far then as regards an internal banking crisis and collapse 
of credit was concerned India escaped with extraordinarily little 
damage. No moratorium was declared, the stock exchanges were not 
closed, and although a large number of Marwaris retired with their 
rupees to their native homes, there was nothing approaching a run 
on the banks. 

The second danger, namely, of a general attempt to redeem 
token currency, might have taken two forms—the encashment 
of Currency Notes and the exchange of rupees for gold. 
Four-and-a-half crores of rupees were paid from the Paper 
Currenry Reserve for the abnormal encashment of notes between 
the end of July and the end of September,* 1914. The greater part 
of these withdrawals occurred in Bombay. The reason for this may 
•have been the lack of confidence engendered by the bank failures of 
1613 which mostiy affected Western India, but it is perhaps 
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permissible to suggest that the smaller confidence in the note 
cireulatioo was partly due to the fact that gold circulates fairly 
freely in Bombay with the result that the note holds a less assured 
positicm in the circulating media of exchange. 

It is interesting to compare the action of the Indian Govern¬ 
ment in giving special facilities for the redemption of notes by 
making them encashable at District Treasuries as well as at the 
Central Treasuries with the action taken by the Egyptian Govern¬ 
ment which on the 2nd August, 1914, declared the notes of the Bank 
of Egypt legal tender but inconvertible. 

The run on the Paper Currency Reserve was of comparatively 
short duration however and the subsequent large expansion of the 
note circulation is a proof not only of the general confidence in 
Government but of the steady enlargement of the sphere in which 
the note is received as currency. 

In the early days of the war there was an attempt of some 
importance to exchange fhe rupee token currency for gold. But 
the Government took steps to guard against this by the notification 
that gold would only be issued to any one person or firm in amounts 
of £10,000 and upwards. This was intended to prevent gold from 
dribbling away into hoards and to confine its use to those requiring 
it for export. Between the 1st and 4th of August, 1914, £1,800,000 
had been paid out largely to persons who by clubbing together 
obtained it for imemal use. On the 5th August, therefore, the Gov¬ 
ernment refused to issue further gold to private persons. It may Ihj 
remarked that this refusal caused no very great failure in the 
internal parity between the rupee and the sovereign. Between 
August and November, 1914, the sovereign exchanged in the bazar 
at rates varying between Rs. 15-5 and Rs. 15-8. It then fell to a 
rate varying between Rs. 15-1 and Rs. 15-3. 

We may now consider the effect of the outbreak of war on the 
maintenance of the Foreign Exchange and the possibility of a gold 
drain. 

With the commencement of the international crisis the 
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tixdiafiges in all countries moved in favour of London for the simpl^K 
reason that nearly every country ii^ a debtor to London and 
creditors were calling in their debts. The Indian Exchange moved 
with the rest. For a few days indeed Jiills ou London could not be 
obtained at all because no one knew whether they would be paid on 
presentation As soon as that fear was removed business in 
exchange was renewed. 

Directly war seemed inevitable exchange fell in the course of 
a few days from Is 3d. 15/16 for telegraphic transfers to Is 3d 
11/16. The Government announced that it would maintain its 
policy of supporting exchange by all the means in its power It 
undertook to sell sterling bills on London up to a maximum limit of 
1 million pounds sterling a week Only for the first week was the 
demand for bills in excess of this limit After that the rate for 
telegraphic transfers rose to Is 3d 25/32, and by November 
Is. 3d. 27/32d. Between August, 1913, and the end of November, 
1915, Government expected to have to provide 8f million pounds 
sterling from the Gold Standard Reserve to meet these bills In 
order to strengthen the Gold Standard Reserve the 6 crores of 
rupees which had been specially held in the Indian Branch, in 
order to strengthen the silver posit’on in case of a sudden demand 
for rupees, was transferred to the Paper Currency Reserve in India, 
while £4 million in gold was transferred +rom the Paper Currency 
Reserve in Loudem to the Gold Standard Reserve 

The funds provided against the sale of Sterling Drafts were, 
however, not the only demand upon the country’s sterling 
resources It had been estimated that 20 million steiling would 
have to be transferred to London to meet the ordinary needs of the 
Secretary of State which he normally obtains by drawing Council 
Bills. But he was able to sell Council Bills only to abouCthe value 
of £7 million. To meet the balance £1‘million was withdrawn 
from the gold of the Paper Currency Reserve in London against an 
equivalent value deposited in India and the Government exported 
1^600,060 in gold. The greater part of the balance was really pai<i 
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wbcfwsim in I/Hidon from the War Office of monej ezpmded 
on war wnrices in India, namely, £8 million, and the remainder by 
borrovring £7 million by an issue of India Bills. 

As the result of the general eccmomic disturbance occasimied 
by the war the Indian Government found itself compelled to 
borrow about £21 million iu order to meet its expenditure. 

From our present point of view the fact of interest is that £7 
million of this was obtained by borrowing fiom the Gold Standard 
Reserve in India; this reserve having been swollen by the large sale 
of Council Bills. This borrowing was continued in 1915-16. At 
the end of the financial year 1914-15 Government was Dongratulating 
itself upon the success with which the crisis caused by the outbreak 
of war had been met. Despite the considerable decline in India’s 
exports coupled with a large withdrawal of fluid capital, the 
external exchange had been maintained. The action taken by the 
Government to this end had been prcwnpt and effective. As we 
have seen the run on the Savings Banks bad virtually come to an 
end. The note circulation had withstood any shock that may have 
been apprehended to its credit and without an addition to taxation 
the capital outlay upon productive works had been reduced by only 
4 millions sterling. The Gold Exchange Standard in India was 
said to have wi^stood the shock better than the currency system 
of any other country. 

After a year of fighting the Indian Government seems to have 
been affected by smnething of the same optimism and failure to 
grasp the real magnitude of the operations lying before it which 
beset the Government at home. 

. At this point some interesting questions of policy arise. They 
really raise the question how so(m ^e change in the currency and 
exchange situation which subsequently tocdc place could reasonably 
have been foreseen. 

Up to this point the dominant ctmslderaticm had been an 
unfavourable balance of trade and the danger of a gold drain. Had 
Ih? war then come to an end fmd had India experienced bad 
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SMMA8 it wu quite likely that the gold drain would have continued 
ofimiig a severe strain upon India’s gold resources. On the other 
hand the ccmtinuanoe of the war, the active participation of Indian 
troc^ in the conflict in Mesopotamia and the great demand for 
Indian proidnce for war purposes was bound to causa a great 
reversal in the balance of indebtedness bringing with it the problem 
Of discharging that balance at a normal exchange and of providing 
for a rapidly expanding demand for silver currency 

One fact of the first importance was definitely known, namely, 
that, while in normal times India took her payment for exports very 
largely in imported gold, so long as war continued this form of 
import was very greatly restricted This, of itself, would 
necessarily increase the difficulty of financing large favourable 
trade balances. 

A further fact was also known, namely, that the so-called gold 
countries were no longer in possession of an automatic currency. 
With restrictions placed everywhere upon the free movement of 
gold the basis of international values was only connected with gold, 
it was not gold itself. 

Paper currency, only partially redeemable, was becoming the 
world’s monetary medium and the greatly increasing volume of it 
was inflating prices It is true that this inflation had not affected 
silver up to that time. Despite a great increase in the issue of 
silver token coinage which the war early brought about, the price of 
silver remained low, being frequently under two shillings an ounce 
in 1915. The subsequent inflation of prices and the increased issue 
of silver, together with the shortage in supply resulting from the 
Mexican war, have since caused an enormous rise in its value. 

It has been the general policy of the Government to make its 
silver purchases on account of rupee coinage from “ hand te mouth.” 
Mr. Keynes in discussing this practice ^as given reasons for 
definitely approving of it as against the alternative of making large 
(MivdhasM against future requirements when the price of silver 
sewmedlow, 
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But maxims that may be valid in normal tunes are not aeo»- 
sarily so in abnormal. If it was deemed prudent for GovemnMyiit 
to acquire large stocks of sugar and of wheat, surely it was not less 
important to secure adequate stocks of silver when the maintenanoe 
of the Indian Exchange Standard was at stake. 

It is no doubt easy to be wise after the event but, as has been 
pointed out, the additions making for a vast absorption of Rupee 
Currency were probable at the end of 1915. There was a growing 
void caused by the shortage of gcdd imports. Throughout India 
purchasing power was flowing into the pockets of the people and it 
was only in accordance with experience to suppose that this pur¬ 
chasing power would be exercised so as to fill the void by means of 
the best available substitute. 

The price of silver in December 1915 was about 27d. per 
ounce. In December 1916 it was about 36d. If adequate stocks 
had been acquired at the earlier date not only would Government 
have gained a large profit, but the sudden action into which it was 
forced at the later date would have been avoided. 

It is not here contended that the Government could, or should, 
have continued indefinitely to finance India’s export trade by means 
of a continuous stream of silver. It is not difficult to show that 
such a course would have been contrary to India’s real interests, 
although not very different frwn her normal practice in taking in a 
continuous stream of gold. 

A sufficient stock of silver would, however, have made possible a 
more deliberate and consistent policy based upon ultimate consi¬ 
derations rather than momentary necessity. 

^In passing from the discussion of the first phase of the 
exchange and currency problem during the war to a consideration 
of its second phase in which the essential difficulty has been to 
finance an abnormally favourable balance of indebtedness it will be 
necessary to make certain preliminary references to the course of 
exchange other than the Indian and then to the facts of the Indian 
trade balance itself. 
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It has been pointed out that in the early days of the war all 
the foreign exchanges moved in favour of London. But before long 
this process was reversed. At first it appeared to be England’s 
intention to pursue “ business as usual ” and to concentrate her 
main energies on the production of goods and the lending of 
capital for the benefit of the nations whose vast armies were in the 
field. It so(m became apparent, however, that a great proportion 
of her man power would be required in the field and that those 
still engaged in productive service would be mainly employed in 
making goods for internal consumption and for the use of the 
army. Even so, the demand for such goods far exceeded the inter¬ 
nal capacity for supply and in consequence most of the neutral 
countries of the world as well as the various dominions and 
dependencies of the Empire were given large orders for all kinds of 
commodities. This caused a reversal of the foreign exchanges due 
to a general unfavourable English balance of trade and the problem 
of financing her imports became urgent. 

It is instructive to recall the methods that have been used for 
meeting this difficulty. In the first place, England has, in a sense, 
retained her position as a free market for gold. Not that, as before 
the war, gold could be freely withdrawn from the Bank of England 
for export, since the Bank has certainly exercised that sort of control 
which falls under the head of persuasion with regard to its 
customers. Nevertheless it has been understood that in case of 
necessity gtdd would be paid out and very large quantities have in 
fact been exported. This willingness of England to part with gold 
in order to meet an adverse exchange has been of the utmost service, 
but it has at the same time required the exercise of the greatest 
economy in use of the reserves. In any case the export of gold 
would, of course, have been hopelessly inadequate as the sole means 
of adjusting her trade balances. 

The second and principal mode of adjustment by means of 
which she has been able to continue drawing upon supplies of 
foreign commodities has been by the export of her own capital or 
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the iittport of foreign capital. lArgr quantities of American 
securities held in London have been sold back to An»riea and a 
lesser quantity to Japan, thus cinating an export of claims to d^t 
those represented by the import of American and Japanese goods. 

Similar in effect has been the floatation of loans on tiie 
American market. 

A third course of action has been the system of prohibiting the 
import into England of non-necessaries, in order, as far as possible, 
to reduce the unfavourable balance of trade. It is clear that 
the resort to the second and principal method of adjustment 
depends on the ability and willingness of the foreign country to 
redeem its own debts or to grant new loans, in other words, to receive 
as capital the payment for exported merchandise. 

According to the Economist of 11th August 1917, America 
has lent to Great Britain a sum amounting to 415 millions sterling 
since the beginning of the war. When this sum is added to the 
very large amount of the Ameiican securities re-purchased from 
England it will be seen to what a large extent the American exports 
to England have l)een in the nature of a capital transaction. It is 
obvious that this course is tar more to the interest of the exporting 
country than would be the receipt of payment in gold. For gold 
does not represent to any great extent a utility in itself but only a 
form of actual or potential purchasing power. A greatly increased 
quantity has the effect of sending up prices undulv with considerable 
hardship to those who are not in receipt of equally increasing 
incomes. Japan, for example, has felt serious inconvenience from 
the plethera of her gold stocks and is said recently to have been con¬ 
templating the actual prohibition of ftirther gold import. But the 
chief reason why the receipt of purchasing power in the shape of 
gold is not in itself the most desirable form of payment lies in the 
fact that the war has presented to those countries able to take 
advantage of it a magnificent opportunity for the investment of 
capital by realising very high values for exported commodities and 
using the proceeds for the purchase of securities at low prices 
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After the war these capital investments are likely to appreciate in 
value while the merchandise for consumption will become cheaper. 
Thus over a period of some years a given country obtains a far 
larger sum of utilities by selling its goods on credit now and 
realising payment after the war. It is thus an important 
question to ask how far India is taking reasonable advantage 
of these opportunities. The answer will depend upon two 
considerations:— 

(1) To what extent have the facilities for Indian exports 

been reasonably secunad* and 

(2) To what extent has Indian capital been forthcoming 

for investment, either from the normal resources 
of Bank deposits, from hoarded gold or silvei, or by 
means of compulsory saving through the instrument 
of taxation. 

We may now return *o a discussion of the second phase of the 
Indian problem. The central foatnw of this period is the 
ui-usually favourable Indian trade balanoes tending to a rioe in the 
exchange value of the rupee We may therefore bri^y look at the 
nature of this balance. Neglecting the over-lipd foreign trade of 
India which is relatively unimportant, the prilM^al facts relating 
to the sea-borne trade are given in the following tables:— 



Private ImporU (Lakhs of Rupees). 
Average of 

1909To”to 

1915-16. 

1916 17. 

Merchandise 

1913-14. 

... 145-64 

188-26 

137 98 

181-99 

149*63 

QfM 

... 89-78 

28 28 

10-70 

5-24 

18-83 

Silver 

10 89 

8*39 

11.06 

6*61 

1*56 

Total 

... 189(^1 

219 87 

159-69 

148-84 

164-61 

Merobandise 

Imports on 
••• 5*89 

Oovtfnmmt Account. 
8-06 *7-00 

6*18 

10*61 

Gold 

... •• 



4 


SHver 

3-68 

6 82 

3 

5 

28*65 

Total 

... 9-86 

14*88 

7-08 

6*27 

34*16 






t4 Tk» Binffeil Bcoramic. Journal 
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86-86 
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21-37 
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It will be aeon from the nbove tables that the net balailoes of 
exports over imports of merchandise was considerably lower during 
the years 1913-1014 and 1914-1915 than the normal peace balanOdl as 
shown in the average for the years 1909-10 to 1913-14. In 1916-17 
it was only just past the normal. Further, the total value of 
merchandise exported during the first two years of war was much 
below peace normal and only rose moderately above it in 1916-17. 
Thus it would appear that the war for some time caused a decline in 
the volume of India’s foreign trade from which she is, however, now 
recovering. A source of error in arguing from the statistics of 
Ipdian trade should here be noticed. The values of exported 
merchandise, as givim to the customs officials, are required by the 
law to be the market values in the port of shipment. These values 
are often much less ^an the invoice values which include the 
shipper’s profits. Since these profits are greater in war time the 
under-statement of values of exports during the last three years is 
probably much mort than normal. It is a pity that the Customs 
departments mre not empowered to dmnand invoice values for the 
compilation of their foreign trade returns. As these returns now 
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Ave they ^ye a very imperfect measure of the real value of the 
ludiaii export trade. 

. If we now go on to take account of the imports and exports 
of the precious metals we find that, during the war, India’s 
imports of gold and silver have been far below the normal. 

In the case of gold the private imports have been 73 orores of 
rupees less for the last three years as a whole than they would have 
been if importation had been maintained at the average rate for 
1909-10 to 1913-14. 

In the case of silver the deficit below the average is 27 crores or 
rupees; a deficit only in part made up by the large import of silver 
on Government account during 1916-17 amounting to 23 crores of 
rupees. 

So far then the favourable balance of trade in India during 
the war period has been due rather to a reduction in the imported 
precious metals than to an increase in exported merchandise. This 
fact is important because there are large numbers of people 
in India who prefer to take the sums due to them in the form of 
gold or silver as, so to speak, articles of consumption. 

If the external supply is cut short the demand falls on the 
internal supply. It is probable that silver and gold are largely in 
the nature of a composite supply in this respect. Thus the great 
defect in imported gold has caused a great absorption of silver with 
a consequent strain on the available rupee currency. 

So far we have only taken into account the favourable imports 
and exports included in the accounts of sea-borne trade but if we 
wish to estimate the true balance of indebtedness upon which the 
problem of foreign exchange depends account must be taken of a 
number of other claims which do not appear in the ordinary balance 
of trade. Thus normally India exports goods in ships owned by 
other countries. The value of exports, as givmi in the figures, does 
not include freights. The claim by the Indian exporter does so 
howevOT. Thus, for the moment, the figures for exports are und^ 
stated in the official returns, but the freights originally 
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in India are in the main remitted abroad, thus in part offsetting 
the drawings for payment on account of the exports. With the 
great rise in freight rates due to the war this item is of increased 
importance. 

It may here be asked does it matter from the point of view of 
exchange where the freight is paid. For example, normally expert 
freights are paid in India but for part of the period of the war 
they have been largely paid by the importers in England. The 
bills drawn by the exporter for payment of his goods are thus 
reduced in amount. But the remission of freight receipts to the 
foreign ship owners is similarly reduced. Thus, except quite 
temporarily, the balance of trade is unaffected. 

Another important influence affecting the balance of claims is 
the import or export of capital and profit. Normally India is an 
exporter of profits and an importer of capital. But during 
the war period she has been predominent'y an exporter of both. 
Capital has ceased to flow in as largely as before while large sums 
have gone out for investment in the English War Loans and as 
War Profits. 

The broad conclusion therefore regarding India’s balance of 
indebtedness during the three years for which the figures are here 
given is that no great expansion has occurred in the export 
of Indian commodities. Rather, allowing for the high range of 
prices, the actual quantities, taken as a whole, have fallen. Thus 
India has not, like America and Japan, experienced a great boom 
in her export trade, although in the case of a few industries great 
prosperity has'prevailed. 

On the other hand the large falling off in the import of the 
precious metals has resulted in a favourable balance as shown in 
the tables given above. The really important factor in the situation 
however is the large expenditure by the Government of India in 
respect of work undertaken (m behalf of the British Government. 
It is necessary to consider how this affects the exchange and 
currency problems, « 
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The Indian outlay consists of pa 3 mients for the services of troops 
and the supply of war material of various kinds consumed either 
in India or abroad, and these payments are made from the proceeds 
of Indian taxation or of Indian loans. Indian trade is stimulated 
and there is an increased demand for Indian currency, but 
although, so far as the naiional account keeping is concerned, the 
result may be classed as an invisible export from India giving rise 
to a potential claim upon England, yet until that claim comes to be 
settled there is no effect on exchange. The central fact of the 
situation is that for the moment these claims have not, and some 
might argue could net, have been settled. 

The position then is this:—On the one hand India has a 
favourable balance of trade causing a demand for remittances to 
India as a means for the continued financing of that trade; on the 
other hand the Indian Government by economising in her normal 
expenditure, by additional taxation, and by internal loans has 
diverted large resources to special war expenditure on account of 
the Home Government, thus reversing the normal position when 
India has to provide a surplus of exports on account of Home 
C’harges Now it is rather England who has to find a surplus of 
exports in payment of the invisible Indian export on war services 

We may proceed to examine the manner in which this position 
has been dealt with. Throughout the latter half of 1916 there was 
a steady absorption of rupees and, despite large silver purchases 
by the Government and abnormal activity at the Mints, a steadily 
dwindling stock of Currency in the Reserves Apparently this 
great absorption was unexpected and the reason for it not fully 
understood. The position did not become acute until the 
close of 1916. By that time the demand for trade remittances to 
India was causing a rapid advance in the rate of exchange and 
telegraphic transfers rose to Is. 4-4/32d in tiie middle of December. 

It was apparent that the situation was critical and that unless 
steps were taken immediately the attempt to maintain a stable 
exchange would entirely break down. 
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may now ask what means were theoreticaUy po88ifale for 
the purpose of adjusting the balances and of enabling the 
Government to maintain a stable rate. 

The first and normal method by which the adjustment of the 
balance of trade might have been secured would have been the 
large growth of private imports. The plentiful harvest of 1916 
together with the prosperous state of India’s staple export trades 
undoubtedly placed a large additional purchasing power in the 
hands of the people. During the year 1915-16 the absorption of 
rupees and notes into active circulation was 1,963 lakhs. But 
al^ough all this purchasing power was flowing into the hands of 
the people it was not used to swell the purchase of foreign imports. 
The value of imported goods was even lower in 1915-16 than in 
1914-15. The reason was no doubt in part the greatly enhanced 
price of such imports causing on the one hand, an actual abstention 
from consumption; on the other, a substitution of Indian for 
foreign manufactures. In very, many small trades the war has 
caused a development of Indian industry. Another reason was the 
shortage of shipping. But the chief explanation is undoubtedly 
India’s habit of hoarding. As has been said there are many persons 
in India who prefer to take their payment in gold or silver for 
purposes of hoarding. With the great restriction upon the power 
of obtaining gold the alternative course was adopted of hoarding 
rupees instead. The net result has been that imports have not 
risen pari passu with exports and the tendency for an excessive 
balance of trade has continued. 

The second method by which the exchange might have been kept 
stable was by the increased sale of Council Bills. When such Bills 
are sold, not for the purpose of transferring funds from the 
Treasury balances in India to the balances in London, but for the 
special purpose of exchange, the normal practice has been to receive 
payment in gold in London ear-marked at the Bank of England and 
to meet the balance in India from the various reserves. But owing 
to the need to maintain, the available gold resources jn I^ndon a? 
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free as possible this practice has recently been abandoned to a large 
extent. By Act IX, 1916, the Government was empowered to hold 
Rs. 200 million of the Paper Currency Reserve in the form of 
securities instead of Rs.'120 million as stated in the Act of 1610. 
Of this Rs. 100 million might be held in London. Further, by the 
same Act, the Government was empowered to issue currency notes 
up to a limit of Rs. 60 million against an equivalent value held in 
Treasury Bills in London. Thus the total additional note issue of 
14 crores was rendered possible without a deposit of gold or silver. 
Notwithstanding this increased element of elasticity in the internal 
circulating medium the demand for Council Bills towards the close 
of the financial y^ar 19J6-17 was so great that Government was 
unable to meet it to the required extent without incurring the 
danger of entirely depleting the stock of rupees in the Paper 
Currency Reserve. 

If we look at the Gold Standard Reserve we find that on 
31st March, 1915, there was £5,238,000 in gold in India. On 
31st March, 1916, this had fallen to ’£235,000. On 31st March, 
1917, the whole of the Gold Standard Reserve was held in the form 
of securities in London, thus no part of the Gold Standard Reserve 
was available for the support of exchange in India. 

Again if we look at the Paper Currency Reserve we find that 
the stock of rupees in India bad fallen from 40 crores at 
the end of July, 1915, to 23 crores at the end of March, 1916. 
In December of 1916, the stock was as low as 14 crores. 
In tJie early part of December, 1916, the Secretary of State was 
selling Council Bills to the extent of £2 million or 3 crores 
of rupees per week. The capacity of the Mint to coin new rupees 
was taxed to the utmost but the silver purchases of Government 
could not keep pace with this rate of sale. Thus on 20th December, 
the Secretary of State withdrew his offer of'Bills without limit and 
offered only 80 lakhs. This limit was raised to 120 lakhs in the 
following week and continued at this rate for some time, when it 
was again reduced to 90 lakhs. A reduction from 300 lakhs to 80 
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Iftirha iivevitaWy threw the exchange market into something like a 
stiMie of panic. The exchange jumped rapidly from la. to 

to Is. 4 7/S'2d. But in the absence of special measures it might 
quickly have risen to almost any figure. An exchange of 2s. 
was not impossible. 

In considering this crisis it is impossible to avoid the conclusion 
that it reveals, and not for the first time, an important defect in 
Currency Administration. 

Throughout India’s recent monetary history one fact is 
strongly emphasized—^namely, that the authorities have paid far 
more attention to the danger of a gold drain than to that of a 
silver drain. It is natural that it should be so. To maintain 
India’s vest rupee currency on a gold basis is ultimately a more 
difficult problem than that of providing an adequate supply of 
token coinage in India. Nevertheless in the short period it is easier 
to expand the gold resources available for India abroad than the 
silver resources available in India and for this reason it is the more 
important to maintain a special silver reserve against emergencies 
of this nature. 

The subject is fully considered in the letter of the Government 
of India to the Secretary of State, 26th April, 1906. It is there said 
“ From first to last our only practical difficulty has been the timely 
provision of rupees.” It is pointed out that to restrict the sale of 
(Council Bills disorganizes trade and only postpones the evil. “ The 
adoption of such expedients can therefore only be justified by 
extreme and pressing emergency. ” “It follows that for permanent 
safety these stocks (i.e., of silver) must be materially strengthened: 
that their maintenance at a high figure must be recognized as a 
fundamental obligation of Currency Administration; and that we 
must accept any modification of system which these conditions may 
necessitate.” 

The practical outcome of this was the proposal to hold a special 
silver reserve outside the Paper Currency Reserve of 600 lalrhg of 
tolas of silver bullion. 
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It has been pointed out that this sum of 600 lakhs of Silver 
in the Gold Standard Reserve was transferred to the Paper 
Currency Reserve in the early days of the war in order to 
strengthen the gold position in London. But when the situation 
changed no adequate steps were taken to provide against a danger 
which had been so clearly appreciated in 1906 and was so likely to 
recur in 1916. 

The measure of the error is not to be found in the necessity for 
the curtailment of the amount of t’ouncil Bills offered for sale in 
itself. It has already been argued that it would not be for India’s 
good that an unlimited balance of exports should be paid for by a 
continuous inflow of silver. But the error has lain in permitting a 
situation to arise when there was no alternative to sudden action of 
a drastic nature as an escape from a suspension of cash payment. 
As it was the curtailment of Council Bills was inevitable and the 
only question to be decided was the action to be taken regarding the 
rate of Exchange. Two courses were open—viz., to allow the 
action of demand for Bills free play and to permit the Exchange 
rate to rise to its competitive level, bringing in its train such conse¬ 
quences as would naturally follow; or, on the other hand, to restrain 
the rate by an authoritative control of export business and the 
demand for Bills. The decision of Government was in favour of 
the second alternative. The discussion of this and subsequent 
problems arising in the main from the rise in the price of silver will 
be taken up in a subsequent article. 


C. J. HAMILTON. 



THE TRANSFERABILITY OF OCCUPANCY HOLDINQ^ 

IN BENGAL. 

PART II. 

In Part I. I gave a general outline of the land-sale question prior 
to the passing of the Bengal Tenancy Act.^ Before I refer to the 
different stages of the controversy during the progress of that 
measure, it will be convenient briefly to notice the conclusions arrived 
at by the Rent law Commission and by the Famine Commission of 
1880. 

Dealing with the question whether occupancy right should be 
made transferable by sale or mortgage, the Famine Commissioners 
observed;—‘ Very different conclusions have been arrived at, one 
party contending that the right is imperfect and incomplete unless 
it can be sold, the other fearing that if it becomes a marketable 
property the tenant will be tempted to borrow on the strength of it, 
and will so be led into debt, with the same evil results as have occurred 
in the case of the proprietors in some parts of the country. In the 
North-Western Provinces when the Rent Act was under revision in 
1873, the latter view prevailed, and these occupancy rights were 
then declared not transferable, and in the Bill now under consider¬ 
ation for the Central Provinces it is proposed to make them trans¬ 
ferable only to such persons as can inherit from the tenant. In 
Bengal, on the other hand, the majority of officers, headed by the 
Lieutenant-Governor, desire that the rights should be made trans¬ 
ferable by sale, and see in this provision a measure which will tend 
greatly to strengthen the tenants’ position.” The conclusion arrived 
at by the Commissioners was that, though on the whole they regarded 
the general concession of the power of sale of these rights to be 



The Transferability of Occufan<yy Holdinys in Bengal, 28 

expedient and ultimately almost unavoidable, the immediate course 
to be followed by the Government must be to a great extent governed 
by local custom. “ Where the custom has grown up and the tenants 
are in the habit of selling or mortgaging their rights in land, it should 
certainly be rbcognised by the law, and where it has not, it may be 
questioned whether the lav^ should move in advance of the feelings 
and wishes of the people.”^ 

The majority of the Bent Law Commissioners proposed to 
declare occupancy holdings to be transferable by private sale or gift 
or in execution of a decree for their own rent and devisable by will; 
the consent of the landlord was not to be necessary to the validity of 
such transfer or devise. They proposed at the same time to prohibit 
the raiyat from mortgaging his holding. They observed :—“ Wc 
think that this will most effectually prevent the raiyat and his holding 
from falling into the hands of the mahajan : and that the danger 
which some persons apprehend, of mahajans becoming the owners 
of occupancy holdings, while the quondam raiyats will remain on the 
land in a degraded condition of serfage will thus, to a considerable 
extent, be obviated.” 

The Lieutenant-Governor (Sir Ashley Eden) was of opinion 
that mortgages were often better for the raiyat than sale. He pro¬ 
posed to allow the fullest freedom of transfer to the raiyat, subject 
to veto by the Undlord, if the purchaser were not resident in the 
vendor’s village The ground on which it was proposed to give the 
zamindar this power was that no one ought to have a more lively 
mterest in the raiyats’ welfare than their landlord and that none 
could have more local knowledge. Sir Ashley Eden’s proposals 
were considerably modified by the Government of India. In the 
Bill introduced in Council in 1883, it was recc^nised that an objec¬ 
tionable tenant should not be forced on the landlord against his will 
and it was proposed to guard against this by giving him a right of 
pre-emption ^n every case of transfer. The right of occupancy was 
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by custom transferable throughout a very large portion of tiro am 
to which the Bill applied and the Government of India held that 
there was no evidence of any evil consequence having arisen from 
such transfers. It was therefore proposed to make the interest of 
the occupancy raiyat legally transferable subject to certain rij^ts. 
reserved to the landlord. Mr. Rivers Thompson (as he then was) 
who had succeedtHl Sir Ashley Eden approved of the recognition of 
free sale unreservedly in Bengal, although he had some doubts as 
regards Behar. “ He admitted that the intrusion of the money 
lender was undesirable; but he believed that such intrusion was not 
always a practical danger, as the British Indian Association itself 
had admitted, while it might, when dangerous, be guarded against. 
Granting this to be possible the Lieutenant-Governor was satisfied 
that the recognition of the right of transfer would create a direct 
interest in the improvement of the soil, would stimulate cultivation, 
would tend to establish a substantial peasant proprietary, would give 
a valid security for the realisation of the landlord’s rent and by 
increasing the marketable value of the land, would lower the rate of 
interest when the raiyat had to borrow.” 

In the Bengal Tenancy Bjll 1884, the pre-emption sections were 
reproduced and the “ convertible tenure-holder ” was created as 
remedies against the expropriation of the raiyat by the money-lender. 
In the meantime the Government of Bengal collected statistics and 
other evidence the result of which is thus summed up in their report 
to the Government of India:— ‘ ‘ The main fact appears that transfers 
of occupancy holdings are chiefly made to cultivating raiyats. And 
as far as Bengal Proper is concerned, the great weight of evidence 
in the papers now submitted to the Government of India 
is to the same effect, that hitherto the operation of free 
sale has not been to throw into the hands of money-lenders, 
unconnected with cultivation, any disproportionate share of 
raiyats’ land.” The Government of Bengal proposed to recognise 
transferability in Bengal (but not in Behar), but recommended the 
abandonment of the pre-emption clauses of the Bill in cases of private 
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transfer. These clauses were strongly opposed by the zamindars 
who declared them to be illusory On the other hand, it was thought 
that the introduction of the right of pre-emption “ would very 
seriously depreciate the value of well-established occupancy 
interests.” further, there was a consensus of opinion that the 
difficulties in working the pre-emption sections would be almost 
insuperable. It was proposed, therefore, to do away with the pre¬ 
emption sections and in lieu of them to give to the landlords a veto 
if the purchaser happened to be of the objectionable class of money¬ 
lenders. “ To enable the landlord to exercise his veto, notice of 
the sale must be given him, and he may then, within a reasonable 
period, object to it on the ground of the purchaser being a person 
not relying on agriculture for his chief subsistence and income. If 
the objection seems to the Registrar untenable the sale will be con¬ 
firmed . If the objection be established the sale will not be registered; 
but in this, as in the preceding case, the parties will be left to their 
civil remedy.” At the same time the omission of the provision 
relating to the “ convertible tenure-holder,” was recommended mainly 
in deference to the opinion of the officers whom the Government had 
consulted, although the Lieutenant-Governor personally was on the 
whole in its favour As regards Behar, further inquiry elicited the 
fact that although the custom obtained to a limited extent, it could 
by no means be said to affect largely'the agrarian economy of the 
Province. The Bengal Government did not, therefore, favour the 
recognition of free transfers by private sale in Behar. It was pro¬ 
posed to provide at the same time for the safe-guarding of the 
custom, wherever it existed.^ 

The Select Committee decided to leave the question to custom 
both in Bengal and Behar. The clauses of the Bill legalising and 
regulating transfers of occupancy rights were accordingly'omitted. 
The form in which the Bengal Tenancy law was ultimately enacted 
provided for the saving of the custom or usage where it existed or 
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might grow.* The reason for this decision was thus stated in the 
Council by Sir Steuart Bayley, the member in charge of the Bill:— 

“ I am at liberty to state that I personally adhere to the 
opinion I expressed in the first debate to the effect that 
both in Bengal and Behar the custom has taken such 
deep root that it is desirable to legalise and regulate it; 
and that in both provinces this course would, in the long 
run, if not in the inunediate future, be attended by 
beneficial results both to cultivators and to the produc¬ 
tiveness of the country and so far I sincerely regret the 
decision arrived at. But I am bound to admit, apart 
from the arguments direct against the principle of 
transferability,—arguments founded on injury to the 
landlord, expropriation of the raiyat and rack-renting 
of the actual cultivator,—I am bound to admit that the 
Committee found immense difficulty in devising any 
practical scheme of pre-emption, any satisfactory safe¬ 
guard against the dreaded money-lender, any equitable 
method of securing to the landlord the fee which he now 
gets in some parts of the country, without injuring the 
raiyat of other parts where they habitually transfer 
without payment of a fee and that in view of these dif¬ 
ficulties there is something to be said for leaving the 
custom to stiengthen itself and crystallise into shape 
which may hereafter render its regulation less difficult 
than at present.”* 

One of the main points on which the discufitfon turned was 
whether any and what fee should be payable to the landlord, as will 
appear from the foilowing remarks of Sir William Hunter (then 
Mr. Hunter) during the debate in Council:— 

“ But when the incident to which the custom was subject 
came to be discussed, there was nothing to guide the 

* Section 178 (8) (d) and Sootion ISS, lUuitrafcion (1). 

* ^ India Kxtre Sa|^pldiictit, 14th Kcroh 1880. 
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Craamittee. Some members maintained that the custom 
was subject to a fee to the landlord for registering the 
transfer. Others contested this position; one member 
thought that fee should be as high as 25 per cent., another 
thbught there should be no fee at all. In the end the 
right of sale was dropped out of the Bill, chiefly because 
no agreement could be come to in respect to the conditions 
to which the sale should be subject.” 

Mr. Amir Ali brought forward an amendment proposing the 
re-insertion of the clauses of tlie former Bill with the addition of a 
proviso to the effect that, where the right of transfer by custom did 
not exist, the landlord should be entitled to a fee of 10 per cent, on 
the purchase money. Babu (afterwards Raja) Peari Mohan 
Mukherji, who represented the British Indian Association, did not 
raise any objection to the scale of the fee proposed by Mr. Amir Ali; 
he would, however, have not only a fee for the landlord, but would 
give him the power of vetoing sales on three grounds, namely, that 
the purchaser was not a cultivator, that he was a bad character and 
that he was an enemy of the landlord. Mr. Reynolds thought that 
a fee of 10 per cent, was too high, he also opposed the amendment on 
the ground that there was no provision in it for ensuring that occu¬ 
pancy holdings, when sold, should continue to remain in the hands of 
the agricultural classes. At the same time he admitted that the 
case of Bengal was different from the Sonthal Parganas and the 
Dekhan where the money-lending classes were an alien race. In 
the end the amendment was withdrawn.^ 

In Part I. we have seen that in the middle of the last century 
there was a tendency towards the growth of the custom of free sale 
independently of the landlord’s consent. For some time before the 
Tenancy Act Legislation, the zamindars had begun to question the 
validity of the claim set up by the raiyats»in this respect. The 
general effect of the decisions was that occupancy right was not 
transferable, but that custom or local usage might make it so. The 

t India Extra Huppleinent, 2nd May 1886 . 
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attention which the subject attracted during the Tenancy Act Legis¬ 
lation awakened the zamindars to tJbe danger of their position and 
there has been much litigation since then. The provision contained 
an illustration (1) of section 183, which lays down that a usage under 
which a raiyat is entitled to sell his holding without t^e consent of 
his landlord is not affected by the Act, has proved a delusion and a 
snare to the raiyat. The burden of proving a custom or usage is on 
the party who alleges its existence and the raiyat is obviously at a 
disadvantage. 

In a case in which the Lower Appellate Court had found that 
there was abundant evidence on the record to show that occupancy 
holdings were actually sold in the locality and the kobalas filed 
supported that fact, the High Court held that this did not amount 
to a finding of local usage. In another case it was heid that the 
finding that tenants transferred their rights of occupancy without 
the landlord’s consent did not in itself establish a usage in this 
respect, so as to affect the landlord’s right to accept or refuse to 
consent to such transfer. Again, it was held that a grow ing usage 
of the transferability of occupancy holdings was of no effect against 
the landlord; the usage to be effective must have already grown up. 
Where no custom or usage was proved, there was a divergence of 
views as to whether the sale of an occupancy right was absolutely 
void or whetlier it was merely voidable at the will of the landlord. 
It is unnecessary to refer here to the cases in detail. The latest 
pronouncement is that of the Full Bench in the case Dayamayi vs. 
Ananda Mohan Ray Chaudhuri} The propositions laid down in 
tJiat case are reproduced below:— 

In-transfers for value of occupancy holdings, apart from custom 
or local usage;— 

(t) The transfer of the whole or a part is operative against 
the raiyat 

(a) where it is made voluntarily; 
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(6) where it is made involuntarily and the raiyat with 
knowledge fails or omits to have the sale set aside. 

A sale is made involuntarily, where it is made in execution of 
a money decree bet not of a decree founded on a mortgage or charge 
voluntarily luade. 

(ii) The transfer is operative as against the landlord in all 
cases in which it is operative against the raiyat, pro¬ 
vided the landlord has given his previous or subse¬ 
quent consent. Where the transfer is a sale of the 
whole holding, the landlord, in the absence of his con¬ 
sent, is ordinarily entitled to enter on the holding; but 
where the transfer is of a part only of the holding, 
or not by way of sale, is not ordinarily entitled to 
recover possession of the holding unless there has 
been 

(a) an abandonment within the meaning of section 87 of 
the Bengal Tenancy Act; 
or (b) a relinquishment of the holding; 
or (c) a repudiation of the tenancy. 

(Hi) The transfer of the whole or a part is operative as 
against all other persons where it is operative against 
the raiyat. 

The present position is that the raiyats, as a rule, have failed to 
prove the existence of a custom or usage entitling them to sell their 
holdings without the landlord’s consent. The sales are valid only 
when the landlord gives his consent. The practical effect of this is 
to give the landlord an unlimited power of veto. In spite of obstacles 
there has, in the meantime, been a steady increase in the number of 
sales. The consent of the landlord is not usually obtained previouslj 
to the transfer, but it is generally given as a matter of course when 
the salami demanded is paid. It would not be difficult to show, 
however, that the zamindars are using their power to veto for the 
purpose of raising the scale of the salami. In 1885 the zamindars 
would probably have been satisfied with 10 per cent, of the purchase 
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money; anyway they did not then claim more than 25 per cent. 
According to the British Indian Association the percentage usually 
levied at present raises between 25 and 50, the latter p^oentage 
being often realised in East and North Bengal. During the Tenancy 
Act Legislation, the Government considered even 10 per cent, to be 
excessive and were apprehensive of injuring the raiyats who habi¬ 
tually transferreu without payment of a fee. Now the British 
Indian Association has asked for an all round rate of 33 per cent, 
and evidently consider this to be a moderate demand. In some part 
of the country enhancement of rent is demanded in addition to the 
share of the purchase money. This result was not altogether unfore¬ 
seen in 1885. Mr. Amir Ali, when introducing his amendment for 
the re-insertion of the clauses relating to the transferability of occu¬ 
pancy holdings, said:— 

“ The question having been raised as to the right of the occu¬ 
pancy raiyat to transfer the tenure, there is every reason 
to fear that the zamindars, even in those places where 
the right of transfer has been up to this time exercised 
without question will not allow it, unless a substantial 
portion of the purchase money is made over to him.” 

Sir William Himter remarked as follows:— 

“ I believe that by leaving the sale to custom we are subjecting 
poor men, needy men, to a number of very serious incon¬ 
veniences during the process of sale.” 

The landlord is ordinarily entitled to re-enter a holding which 
has been transferred without his consent. This right is, however, 
exercised only in exceptional cases and that not by all zamindars. 
In a sense the zamindars may claim that they have been moderate, 
as they are content with the levy of the salami only. The sales are, 
however, so numerous now that any general attempt to exercise the 
right of re-entry is probably not workable in practice and may lead 
to agrarian trouble. It is a matter of regret that the zamindars 
have not done anything towards preventing the raiyati lands from 
passing into the hand§ of the objectionable type of mahajans. 
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During the Tenancy Act Legislation the spokesmen of the zamindars 
professed to be anxious to keep out money-lenders, but it is doubtful 
whether such desire exists amongst the general body of the 
zamindars. It is well known that the zamindar has no objection to 
a money-lender as such and a money-lender transferee has no 
difficulty in obtaining recognition, provided he pays the salami and 
is not objectionable to the zamindar on personal grounds. 

I do not by any means say that, within recent years, there has 
been any noticeable increase in the proportion of money-’ender pur¬ 
chasers of occupancy holdings. According to the statistics of the 
Registration Department, about 16 per cent, of the purchasers of 
occupancy rights were mahajans and traders at the time of the 
Tenancy Act Registration {vide Report of the Government of Bengal 
on the Bengal Tenancy Bill, 1834, Vol.. II., p. 64). Similar statistics 
are not nowadays furnished in the published reports of the 
Registration Department. Statistics are available in the reports up 
to 1902 and up to that period the proportion did not vary much from 
10 per cent. In the Government Resolution on the report for the 
triennium ending 1901-02 it is remarked:—“ The number of 
mahajan purchasers has slightly increased in these years, but in 
proportion to the number of these transactions the number of such 
transactions has certainly decreased. . . . The large increase 
of raiyat purchasers negatives the explanation that the raiyats 
as a body have been hardpressed and forced to sell their 
holdings, nor would this explanation fit in with the rise 
in the value of these holdings.” The following remark occurs 
in the Resolution relating to the triennium ending 1898-99:— 
“ The figures, the Lieutenant-Governor is glad to see, indicate no 
increase in the percentage of those holdings which pass into the 
hands of money-lenders, the transactions being chiefly and increas¬ 
ingly between raiyats. ” In the Resolution relating to the triennium 
end^ 1895-96 satisfaction is expressed that raiyats formed 70 per 
oast, of the purchasers of occupancy holdings. In the Resolution 
for tho triennium ending 1892-93 if is stated “ as usual, the raiyats 
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were foremost emo&g the purchasers of holdings with rights of 
occupancy, being 68 6 per cent, of the whole number.” There is ao 
reason to suppose that this state of things has changed since then, 
and that the proportion of sales in favour of the mcmeyed classes has 
increased. At the same time it must be recognised t^at as there has 
been a considerable increase in the number of sales the numbra of 
cases in which land has passed into the hands of non-agrioultuiist 
classes must have increased 

There is no question that the law in regard to the transferability 
of holdings is at present in an unsatisfactory state. In the Full 
Bench case {Dayamayi vs. Ananda Mohan Ray Chaudhuri), already 
referred to, ihe Righ Court ob-^erved “ the uncertainty as to the 
transferability of holdings has l«en one of the most fruitful source 
of litigation, and it is urgently necessary that it should be set at rest 
by the Legislature.” The position is recognised by the Government, 
by whom a Draft Bill to amend the existing law on the subject was 
prepared some time ago and circulated to the Public Bodies for their 
opinion. According to later aimouncements the Bill is still under 
consideration of the Government and it will probably be worth while 
to discuss the proposals of the Draft Bill in the present connection. 
It is not my intention to attempt a detailed criticism of the Bill but 
I shall confine myself to a consideration of the general principles 
underlying it. 

It will be convenient to give a brief summary of the main pro¬ 
visions of the Draft Bill. Section 26A provides that every occupancy 
holding shall be capable of being transferred by private sale, by gift, 
will, sublease or usufractuary mortgage in the mflnner prescribed in 
the BiU and Sec. 40J lays down that, save as provided in the Bill, no 
transfer of an occupancy holding (otherwise than by sale in execution 
of a decree for .‘irrears of rent) shall bo valid against the landlord, 
unless and until he has given his consent to it. Sec. 40B of the Bill 
requires the transferee of an occupancy holding to aq)ply to the land¬ 
lord within one year of the date of the transfers for its registration 
tendering at the SMse time a fee not exoeedii^ 25 per cent, of the 
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oonsideratjiMi money or to five times the annual rent of the holding, 
whiohevw is greater. If the landlord accepts the fee, his consent to 
the transfer shall be deemed to have been given (Sec. 40 C). If the 
tNauleree is not a cultivating raiyat or has not acquired the holding 
for the purpose* of cultivating it by himself or by members of his 
family or by hired servants or with the aid of partners, the transferee 
shall be deemed us between himself and his tenants (if any) to be a 
tenure-holder; as between himself and his landlord he will be the 
sui»essor in interest of the transferor (Sec. 4 I) If the landlord 
refuses to accept the fee tendered it is open to the transferee to 
d^KXsit the fee with the Collector and apply to him for registration 
of the transfer. The Collector, after giving notice to the 
landlord and the transferor, shall decide whether there is any 
food or sufficient reason why the transfer should not be 
registered. If the Collector finds that there is no such 
good reason, he shall cause the fee to be delivered to the 
landlord and shall declare that the transfer has been registered. 
In considering such reasons the Collector shall have regard to the fol¬ 
lowing circumstances:—(i) whether the transferee is a cultivating 
raiyat or is acquiring the land for the purpose of cultivation; (ii) 
whether the transferee resides within or in the vicinity of the village, 

(iii) whether the transfer will create unreasonably small holdings and 

(iv) whether the transferee is a habitual defaulter or otherwise likely 
to prove an objectionable tenant (Sec. 40 D). If the transferee fails 
to apply for legiotraMon, the landlord may, within three years from 
the date of transfer, apply to the Collector for declaration that the 
transfer is void or for realisation of the registration fee. If no appli¬ 
cation is made within three years the transfer shall be deemed to 
have been duly registered (Sec. 40 H). No usufractuary mortgage 
by a raiyat for any period exceeding nine years shall be valid unless 
with the express consent of the landlord (Sec. 85 A). 

The general effect of the provisions of the feill is that, subject to 
tihe payment of a reasonable fee to the landlord, transfers by private 
sate, gift or will be allowed freely, when the transferees are agri- 
9 \^lurists and are not objectionable to the landlord on personal 
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grounds. By some authorities it is held that the power of alienation 
is always a dangerous gift to confer on the raiyat. It is generally 
admitted, however, that it is neither possible nor desirable to prohibit 
sales altogether and that the evil effects of the right of free sale are 
greatly mitigated, if the intrusion of the money-lender can be pre¬ 
vented. [n some administrations the desired object is sought to be 
attained by providing that no alienation of land shall take effect as a 
permanent alienation, until sanction is given to it by the Collector, 
In some provinces the alienations are voidable at the option of the 
landlord, it being assumed that he will exercise his power to keep out 
mahajan purchasers. Probably the province in which the restrictions 
are the most stringent is the Punjab, where the political aspect of 
the question is of special importance. Under the Punjab Aliena¬ 
tion of Land Act, permanent alienation by a cultivator is allowed 
only within the agricultural tribe to which he belongs or within a 
group of cognate tribes. The object is to narrow “ the opportunities 
for sale to an extent which will remove the temptation to sell need¬ 
lessly, yet will afford a sufficient market in cases of real necessity.” 
It is claimed that under this system ” the powerful factor of senti¬ 
ment comes in and the land, though lost to the individual, is not 
lost to the tribe.” 

As a consequence of the law of equal inheritance, all landed 
property in India tends to be subdivided into small shares. In course 
of time agricultural holdings become too small for the support of the 
families owning them and the acquisition of additional land becomes 
a necessity. The area of culturable waste land is d imini shing yearly 
and in some parts of the country there is little or none; so, it is often 
the c^ that the additional land required must be bought. Some 
families foresee the necessity and try to provide for it by practising 
thrift. The members of these families seek to buy land, while others 
who have become impoverished wish to sell their land. It should be 
remembered that there is a natural tendency amongst all n la a ffes 
in India to increase their landed possessions, whenever their mAann 
permit. At the root of this sentiment is the desin to make provision 
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for descendants, for whom the property originally owned will, sooner 
or later, cease to be a sufficient means of support. The professional 
money-lwider, who plays an important part in the rural community, 
often exploitsJbhe raiyats for his own ends. The raiyat has often 
to pledge his land as security for debt. This ultimately leads 
to the sale of the land and not infrequently the money lender is the 
buyer When this happens to any large extent, many evil conse¬ 
quences follow, especially when the money-lenders are aliens 

In Bengal the family bond is loose and the joint family is dis¬ 
rupted earlier than in other parts of India. It is probable that 
owing to this reason the general tendency described above is 
accelerated. It should also be borne in mind that owing to the 
fertility of the soil there is a ceitain amount of prosperity amongst 
the agricultural classes of Bengal, and the proportion of the raiyats 
who can buy land is larger. In the result the land is kept more 
freely circulating m the market than m the other provinces and 
with the growth of population the number of transfers by raiyats 
is rapidly increasing. So far as the statistics are available, the 
transferees are mostly agriculturists, only a small proportion being 
money-lenders or traders. This is a satisfactory feature. This 
was the case also at the time of the Tenancy Act legislation and Sir 
Rivers Thompson rightly laid great stress on this fact, when sending 
up his proposals to the Governinent of India. 

It will be seen from the above that under the existing conditions 
there is no need for a stringent measure in Bengal. It has been 
shown already that under the present system, the landlord has 
practically a veto in all transfers. The Bill so far as it proposes to 
remove the landlord’s veto, when the transferee is an agriculturist, 
is a move in the right direction. The transfers of this class are not 
open to any serious objection and ordinarily it should not be possible 
for the landlord to interfere with them. We have seen that the 
present tendency amongst the landlords is to make use of their 
power of questioning the validity of sales for the purpose of enhanc¬ 
ing the salami payable to themselves. In many instances the 
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zamiiulars have been gFasping and the inoreaae exacted is 'ivlio% 
tmreasonable. Clearly l^islative interlearenoe is orgentiy aasded 
to check this tendency. The Bill proposes to mnedy the evU hlf 
fl ying a reasonable transfer fee. A fee of 25 per cent, of the pur<^ieie 
money (chauth) probably represents a very old custmn. It would 
appear that tor a time during the last century the custom was not 
enforced uniformly. 1 have discussed the circumstances already 
in Part 1. of this article. The public sales of tenant’s rights raised 
a doubt whether such rights were not transferable independently of 
the landlord's consent The zamindars themselves were not certain 
of their position and were probably content with that they could 
get. In this way a reduced salami was paid in many cases, an:t 
Uiere were no doubt many others in which payment was altogether 
evaded. It was probably owing to this cause that the point ap¬ 
peared to be so confusing to the framers of the Tenancy Act. But 
whatever might have been the c<«.se then, there is no doubt that the 
zamindars have now more than retrieved their position. As 
matters stand at present it will not be practicable to fix the fee at 
less than 25 per cent. It is a reasonable rate sanctioned by old 
custom to which both landlords and tenants should agree. 

The zamindars contend that the raiyats have no proprietary 
r%ht in the soil, such right having been vested in the zamindars by 
the Permanent Settlement. It is argued that any concession in 
favour of the raiyats would therefore take away the vMted rights of 
the zamindar and would not be justified. After the Tenancy Act 
legislation the question can <uily have an academic interest but as it 
is often mooted, 1 shall moke a few remarks to show that the ocmten- 
tion of the zamindar is not tenable. Tn the judgment of the Privy 
Couhml case {Collector of Trichinopoly vs. Lukkamani) the follow¬ 
ing observations occur“ The words ‘ proprietcurs of land ’ as used 
in the Bengal Code of 1793, and in the Madras Code of 1802 has a 
teehnioal significatitm (See the definition in Bengal Regulation YIII. 
of 1793, Secs. 5, 0 and 7). They refer to zamindars, independent 
talukdars and others who pay the revenue assessed upon their estates 
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immediately to Government.”^ This is an obiter so far as the 
Bengal Hegalatioii is concerned, as the case before the Privy Council 
related to a Madras Regulation, but an obiter of the Privy Council is 
entiGed to the highest' respect. The same judgment lays down:— 
“ It is a maxim that affirmative words in a statute without any 
negative expressed or implied do not take away an existing right.” 
If this maxim is followed, the declaration that the property in the 
soil is vested in the zamindar could not affect the raiyats. 1 have 
stmwn in Part I. that both according to the Hindu and Mahomedau 
Jurists, cultivators had a propiietory right m the land indepen¬ 
dently of the Sovereign and the right was never taken away from 
them. The follow ing extracts from a note recorded by Mr Justice 
O’Kineally may also be quoted here:— 

“ The term proprietor, as far as the 1‘ermanent Settlement is 
concerned, means zamindars, tahikdars, chowdrees, mortgagees and 
in cases of dispute the party in possession. Whatever rights were 
given by the settlement were rights given equally to all these persons 
and this is worthy of remembrance, because many people think when 
they hear the person settled with called ‘proprietor’ that the 
settlement gave him unlimited rights in the soil. 

All that it tthe Legislature) did do—all that the great founder 
of the settlement ever intended it should do—was to give zamindars, 
subject to custom a perpetual lease of the land at a fixed assessment 
and subject to the restriction of State intervention if the conditions 
of their leases were violated to the injury* of the raiyats. The law did 
not covertly destroy or modify the rights of private individuals, who 
had been from the commencement of the dewani and in the pursuance 
of a determined purpose governed according to the laws, usages and 
customs in the mild spirit of the British constitution.” (‘) 

It may be conceded that an undesirable ttmant should not be 
forced on the zamindars. They have always attached great import¬ 
ance to the question of the choice of tenants. A refractory tenant 

. . — - -———" -———- 

* ' SlW. R., 368. 

(1) 21it July 1880, pp. 460-461. 
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is a source of real trouble to them. The Bill proposes to retain the 
landlord’s power of questioning a transfer when the transferee is 
likely to prove an undesirable tenant, subject to this limitation that 
the Collector will have the power to decide whether the landlord’s 
objection is reasonable or not No exception can be taken to this. 

In the same way the Draft Bill seeks to keep out the transferee 
who is not a cultivating raiyat and is not acquiring the land for the 
purpose of cultivation. Such transfers can be invalided by the 
Collector, but the initiative rents with the landlord. If the landlord 
chooses to accept a mahajav transferee, the (^Hector cannot inter¬ 
fere. It is assumed that the landlord will generally reject such a 
transferee. The underlying theory, which was originally enun¬ 
ciated by Sir Ashley Eden, is that no one ought to have a more lively 
interest in raiyats' welfare than their landlord, that none could have 
more local knowledge and that, therefore, that interest and experi¬ 
ence should be utilised. The soundness of the theory is not, however, 
borne out by experience What will happen in most cases is that 
the landlord will demand a higher fee than that prescribed by the 
law. The transferee Avill submit to the demand, because he knows 
very well that his position will be precarious, if the matter is taken 
to the Collector whether by himself or by the landlord. It will 
therefore be so arranged that the matter will not come to the Col¬ 
lector at all and the “ dreaded ” money-lender will remain in occupa¬ 
tion. To adopt the language used by the Government of Bengal in 
1883, the result would be that “ a system of fines would grow up 
which would have the two-fold effect of reconciling landlords to 
dealings with all sorts of mahajans who would best pay them, and of 
depreipiating the value of the occupancy title to the raiyat, to whose 
shoulders the purchasing mahajan would in time transfer the full 
weight of the fine.” As a rule the holding will be sub-let at rack- 
rent. Even when the landlord is not grasping and does not levy an 
extra fee, it will generally be to his interest not to disturb the money¬ 
lender transferee. If the Collector declares that the transfer shAIl 
not be registered, the effect of th*s wi’l be that the transfer will be 
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void and the interest of the transferor will be deemed to have been 
unaffected by it (Sec. 40 F), in other words the old tenant will be re¬ 
instated. It comes to this that for the time being the landlord loses 
25 per cent, of the purchase money and exchanges a substantial 
tenant for a tenant who in all probability is a bankrupt. It would be 
too much to expect that the generality of the landlords will make 
such a sacrifice merely from an altruistic motive. Lastly, a fact 
which should not be forgotten in this connection is that in Bengal 
many professional money-lenders are also landlords and when they 
take to buying the raiyati holding it is obvious that the provisions 
of the Draft Bill will be wholly inoperative. Yet a money-lender who 
is also a landlord is the person most to be dreaded. 

It will be clear from (ho above that any attempt to reach money¬ 
lenders through the agency of landlords alone is bound to end in 
failure and should be definitely abandoned. The question arises, 
how the intrusion of money-lenders can best be prevented. If 
money-lenders are to be reached effectively, it is necessary that the 
Collector should be empowered to act independently of the landlord’s 
initiative. One way of doing this would be as follows:—In every 
case of the transfer of an occupancy holding the Registering Officer 
should send an intimation to the Collector, whose duty it will be to 
inquire into the circumstances of the alienation. It should be noted 
that it will not serve the purpose to ask the Registering Officers to 
report those cases only in whim'll the transferees are non-agricul¬ 
turists with a view to confine the inquiry to them. In that case 
many professional money-lenders who may own some land,—and 
most of them are landowners,—will be described incorrectly as culti¬ 
vators m the deeds. This will defeat the object of the law. The 
alternative is therefore to inquire into all cases of transfer in the 
first instance, in (rder to find out which of ihem are in favour of a 
non-agriculturist. The objection to this procedure is that it will 
increase the work of the Collector enormously and will unnecessarily 
harass th^ transferees who are agriculturists. 
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It may be doubted whether under the ealsting canditions an 
eUdwrate system like that described above is really needed in Beil||^. 
I do not. however, see any means by which an inquiry into cir¬ 
cumstances of tU' sales to non-ugriculturists can be secured, eseept 
by the adoption of some such procedure as that suggested aiiove 
involving an inquiry into every case in which a holding has been scdd 
by a raiyat 

Probably the best plan would be merely to add a new provision 
empowering the Collector to mitke an inquiry on his own motion, 
when he is credibly informed that an occupancy holding has been 
transferred to a non-agriculturist. If the inquiry shows this to be 
a fact, the Collei'tor should be empowered to invalidate the transfer, 
notwithstanding that the landlord may have previously consented to 
it. There should be a time limit within which this power must be 
exercised. At the same time the existing provision of the Bill should 
be retained. This is necessary to enable the Collector to take into 
ocmsideration the circumstance whether or not the transfo'ee is a 
cultivating raiyat, when the question whether the landlord’s refusal 
to accept him should be supported or over-ruled has to be decided. 
There will probably be not many occasions for exercising the power 
reserved by the new provision suggested above, but its existence will 
tend to discourage non-agriculturists from buying holdii^. 

There are other ways in which the objectiwiable mahajans may 
be reached mdirectlj. There is no express provision in the Draft 
Bill regardmg sales in execution of money decrees (other than rent 
decrees). The effect of Section 40 J will however be that such sales 
will be valid when the landlord consents, but they will not be regu¬ 
lated by any provisions in the Bill, since the other provisions concern 
only transfers by [irivate sale, gift or will. Section 40 J will not stop 
the sales in execution of mone> decrees even when the landlord’s 
previous consent has not been obtained, since it cannot be said that 
“ the purdiaser has no interest at all because he has at least the 
chance of obtaining subsequently the landlord’s consmit, which 
would complete and vali<Jate the purchase.” It is however very 
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desirabile that sales in execution of money decrees should be stopped 
altogether. It is in these sales specially that money-lenders of the 
obieotionable type deal unfairly with poor debtors. A small debt 
is incurred by the raiyat'in the beginning; but it is swelled not only 
by a high rate'Of interest but by varioas fraudulent devices. Some¬ 
times the claims are altogether fraudulent. When the raiyat is 
sufficiently involved, the tnahajan obtains a decree against him and 
sells the land which the iriahajan himself often purchases. A 
private sale is made deliberately and although it is true that as a rule 
a raiyat does not sell his land unless he is indebted or otherwise dis¬ 
tressed, he generally gets a fair value for what he sells. In an 
involuntary sale by the process of Court he is quite helpless and is 
often taken unawares; as a rule the value obtained is inadequate. 
It would be greatly to the benefit of the raiyats, if the sale of occu¬ 
pancy rights in execution of a Civil Court decree other than a rent 
or mortgage decree is forbidden by an express provision of the law. 
This is not a new proposal. The Rent Law Commissioners recom¬ 
mended that a right of occupancy, though saleable in execution of 
a decree for its own rent, should not be saleable in execution of any 
other decree.^ From a study of the literature on th^* subject, I do 
not see that this recommendation was sufficiently considered either 
by the Government or the legislators of the time. 

The Rent Law Commissioners also proposed that the raiyat 
should be absolutely debarred from mortgaging his holding. This 
proposal was rejected by Sir Ashley Eden and no doubt rightly, for 
it would contract the raiyat’s credit to a serious extent which would 
hamper him in the pursuit of bis industry. The effect of Section 
40 J of tke present Draft Bill will apparently be that mortgages 
other than usufructuary mortgages will be allowed, subject to the 
landlord’s consent. This will introduce a novel principle, as the 
landlord’s consei\{ is not required at present taa mortgage, although 
a sale in execution of a decree founded on a mortgage is not operative 
against the landlord without his consent. If any restrictions are 

> Beport of the Bent Law Oummissioneri, Vol. I, p. 17. 
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to be placed on the raiyat’s right of morgaging his land, they are 
required in the interests of the laiyat, not of the landlord. If the 
landlord is allowed to interfere, the result is not likely to be satis¬ 
factory. For instance, a landlord who is also a money-lender will 
withhold his consent to all mortgages other than those in his own 
favour and will moreover be in a position to exact his own terms as 
regards interest. 

Similarly, Section 85 A so far as it lays down that landlords’ 
consent is necessary for extending the term of usufructuary mort¬ 
gages is open to objection. The restriction of the term of 
usufructuary mortgage is desirable, but the period of nine years is 
probably too short. 

Mortgages between agriculturists are not open to serious objec¬ 
tion. Evil consequences ensue when the mortgagee is a professional 
money-lender who often forces a sale and then buys up the land in 
order to sublet it at a rack-rent. It will be useful if the Collector 
is empowered to intervene at the stage when the decree of the Civil 
Court is under execution. The principle is not new to legislation. 
There are provisions in the Civil Procedure Code which enable the 
Collector to stay [)ublic sales of land and “ liquidate the debts of the 
encumbered Jandbolders without the immediate sale of their estates 
and so to preserve the old landed gentry of the country.”^ The 
provisions of the Civil Procedure Code (Sections 68 to 72 and 
Schedule III) ar‘=- applicable to all landed property, but they are 
much too elaborate to be suited to small agricultural holdings. For 
such holdings a fresh mortgage by which the mortgagor rec(gnises 
the mortgagee a<5 the landlord and himself remains in cultivating 
occupajicy of th<» iand for a period and on terms approved by the 
Collector may be the means in some cases of liquidating the debt of 
the raiyat. The Collector’s intervention will prevent the rack- 
renting to which the raiyat is at present subjected (as the land is 
usually sublet to him) and will give him a chance of rehabilitation 
In some cases fresh mortgage in the form of an ordinary usufructu 
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ary may be suitable. The Collector should be empowered to secure 
the above objects on the application of either the raiyat or his 
creditor or of his own motion. If the holding must be sold, power 
should be retained to prevent its purchase by a non-agriculturist, 
whenever practicable. 

I shall notice only one'other point. The underlying principle 
of Section 401 is the same as that of the “ convertible tenure-holder ” 
clauses of the Ten€.ncy Bill of 1884. Its object is to provide a remedy 
against the expropriation of the raiyat by the money-lender. The 
gist of the section is that if the transferee is not a cultivating raiyat 
or a person'who has acquired land for the purpose of cultivating it 
by himself or by members of his family or by hired servants or with 
the aid of partners he will be treated as a tenure-holder for certain 
purposes. The scheme of the Bill is that transfers to those who are 
not cultivating raiyats or are not acquiring the land for the purpose 
of cultivation should be made difficult. The efficacy of Section 40 I 
as well as of the measure generally will depend on how far the class 
of persons, whom it is intended to exclude, will be actually reached. 
The difficulty in Bengal is that frequently money-lenders are also 
cultivators, and they will be in a position to claim that they have 
acquired the land for the purpose of cultivating it by themselves. 
The test should be whether or not the person earns his livelihood 
wholly or princi])ally by agriculture and it would seem desirable that 
words to that effect should be added to Sections 40 D and 401. This 
addition will probably have the effect of excluding the objectionable 
type of money-lenders and that is all that should be aimed at. 

It should be lecognised that a measure like that proposed in the 
Draft Bill is after all only a palliative. A complete remedy for 
agrarian difficulties cannot be found until the problem of agricul¬ 
tural indebtedne<»-! is solved. For that other measures are necessary. 

KRISHNAKALI MUKHERJEE. 



tHE EARLY HISTORY OF THE TEA INDIISTRY 
IH NORTH-EAST INDIA. 

By Harold H. Mann, D.Sc. 

During the period of my engagement as Scientific Officer to 
the Indian Tea Association (1900-07) I had unrivalled oppor¬ 
tunities to collect materials concerning the establishment of the tea 
industry in north-east India, both by having access to old reports 
which were placed in my hands, more particularly by the courtesy 
of the Superintendent of the Assam Company, by conversation with 
people now no longer with us who remembered the early days of the 
industry, and by examining the files of daily newspapers and 
weekly and monthly periodicals which exist in Calcutta. This 
being the case, I collected together a large number of copies 
of some documents, and notes from others bearing on the subject, 
i’or I felt that as the tea industry is practically the only successful 
Indian industry in the establishment of which Government took 
any large part, a study of it would probably be very useful in these 
days when so much is being stated about industrial development. 
For ten years these materials and notes have remained with me 
unused. Their interest has, however, by no means diminished in 
the interval,—and I trust that the record of the pioneer labours, 
often against; the strongest opposition and most disheartening 
circumstances, will be of some advantage and encouragement to 
other pioneers in connection with the agricultural and industrial 
development of India. 

From its original introduction into use in Europe the supply 
of tea had been a Chinese monopoly, and the trade in it to England 
had been a monopoly of the East India Company. In the early 
part of the nineteenth century, on the renewal of its charter, the 
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India Company lost its trading monopoly, and as the trade in 
tea was one of the most valuable parts of its activities, it became 
Mixious to obtain a rival source of supply entirely under its own 
control. Moreover, especially in the thirties of the last century. 
Japan broke off all trading connection with the West, and suspi¬ 
cions were rife^ that (’-hina would do likewise, and so at once cut 
off the source of supply of tea from England 

As a result of these political changes and suspicions, great 
anxiety arose for the production of tea in India, if such production 
were by any means possible. It was already known that the tea 
plant would thrive under very widely varying conditions. It had 
been naturalised in Brazil where it had grown magnificently, in 
St. Helena, in Java, in Prince of Wales’ Island,—but th(* 
tea made in these places was very unsatisfactory. Of that 
made in Prince of Wales’ Island (Penang) it was stated that 
it had “ acquired the appall-ng property of a nauseating 
and slightly emetic drug.” It was, furthermore, very much doubted 
whether tea grown in India would not be useless in the same way. 
“ Everywhere,” said a Calcutta writer in 1834^ “ it thrives, as far 
as mere vegetation is concerned, but nowhere except in China has 
any successful effort yet been made to render it a profitable product 
of industry. We have a suspicion that this arises from causes 
which will be found a bar to the profitable cultivation of the plant 
in India Admitting that localities for it may exist in our terri¬ 
tories, approximating in climate to its native country, we should 
fear that, as the value of tea depends upon its aromatic flavour, 
differences of soil may produce changes as fatal as those which 
occur in tobacco and in the vine, and that the hyson and pekoe and 
twankay and souchong of India, wall be very little like their high 

flavoured namesakes of the celestial empire..-.” 

In spite, however, of a somewhat general feeling at least of 
doubt as to the likelihood of the success of tea growing in India, 
• 

‘ Cy, Aaiatio Journal, Vol. 29 (1839), p. 53, and many other references. 

^ Courier, 7th February 18^. 
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there were sufficient believers in its possibility that in January, 
1834, the Government of Lord W. Bentinck appointed a committed 
to consider the question of introducing a supply of plants from 
China, to decide the most suitable and likely place for growing 
them, and to make arrangements for bringing the seed, and making 
the experiment.^ 

In some respects this committee acted with more energy than 
most similar bodies. They issued a circular (March, 1834) asking 
all opinions which were likely to be of any value as to where tea 
was most likely to be successful, and they arranged at once that one 
of their memters (Mr. G. J. Gordon)* should go to China and 
bring back plants and seed, and also cultivators from China who 
knew how the plants should be grown and how the tea should be 
prepared. 

Both these actions of the “ Tea Committee ” have had results 
which have continued to this day. The circular was issued and 
Gordon went to China. The first resulted in the definite decision 
that the tea plant occurred in Assam; the second brought about 
the introduction of the first lot of China tea seed,—the curse of the 
India tea industry. 

But the discovery of the tea plant of Assam was only a 
secondary result of the issue of the circular of March, 1834. Before 
this, replies were received from people in every corner of India who 
on the strength of false analogies of climate and soil, convinced the 
Tea Committee that the proper places in India for tea culti¬ 
vation were in order of suitability (1) "On the lower hills 
and valleys of the Himalaya Range.” (2) “On our Eastern 
Frontier.” (3) “On the Neelgherries and other mountains 
in Central and Southern India.” What was meant by the 
Eastern Frontier I do not know. It seems doubtful whether 
Assam was referred to. By the Himalayas, however, Darjeeling 

* This Tea Oommittee otmusted in the firat inetanoe of Mr. Jamee Pattle, Mr, U. J. Gordon 
and l)r. Lumqua, a Chinese doctor who had long U\ed in Oaloutta. 

* At a salary of R« 1,000 per moitth. 
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was certainly not meant, but rather Mussoorie, Debra Dun and the 
n^l^murhood. The committee, led largely by Dr. Wallich, the 
then Superintendent of the Calcutta Botanical Gardens, main¬ 
tained the superiority of the Himalayas in this region for several 
years,—I tliink, in fact, until the committee was dissolved some 
years later. 

But the circular had been received, among other people, by 
Captain Jenkins, then in charge of the Assam valley, and a man of 
great enthusiasm for the development of that newly conquered pro 
vince, and one who knew its possible products better than almost 
anyone living. He lived at Gauhati, but he knew, as most of those 
who had had experience of Upper Assam knew, that tea was already 
existing in the country of the hill tribes (Singphos) at the north¬ 
east of the valley, and, not only this, but was used for making tea 
by the Burmese method.^ This fact had been known at least since 
1815. In that year it was spoken of by Colonel Latter, again in 
1818 by Mr. Gardner, again in 1824 by Mr. Bruce who grew it in 
his garden at Sadiya a year or two later (in 1826). Time and 
again plants bad been sent to Calcutta for identification,—^by 
Mr. David Scott Commissioner of Assam, by Mr. Bruce, and 
by others. But there seems to have been an extraordinary reluct¬ 
ance on the part of the botanical authorities in Calcutta to 
acknowledge the existence of tea in India. The matter could only 
be settled finally, of course, if flowers and seed were sent,—but it 
was always apparently the part of the botanists to doubt and deny, 
rather than to encourage the idea that tea was present in the 
country. 

On the receipt of the Tea Committee’s circular, however, Jenkins 
passed it on to a young c^cer who was stationed at Sadiya, named 
Lieutenant Charlton, who had also seen and drunk the so-called 
tea which was growing in the country of the Singphos and also 
near the Dibru river. He immediately sent to Calcutta (on 
8th November, 1884) not merely the tea but also samples of the 

* L^tpet Tiia, 
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fruit and leaves of the so-called tea trees, and this enabled the plants 
to be identified with certainty as tea, identical with that of Cliiaa. 

In informing the Government of this fact the Tea Comiuittee 
waxed enthusiastic and wrote as follows:—“ It is with feelings of 
the highest possible satisfaction that we are enabled to announce to 
his Lordship in Council that the tea shrub is beyond all doubt indi¬ 
genous in Upper Assam, being found there through an extent of 
country of one month’s march within the Honourable Company’s 
territories, from Sadiya and Beesa to the Chinese frontier province 
of Yunnan, where the shrub is cultivated for the sake of its leaf 

We have no hesitation in declaring this discovery.to be by far 

the most important and valuable that has ever been made in matters 
connected with the agricultural or commercial resources of this 
empire We are perfectly confident that the tea plant which has 
been brought to light, will be found capable under proper manage¬ 
ment. of being cultivated with complete success for commercial 
purposes, and that consequently the object of our labours may be 
^fore long fully realised.”* 

The effect ^f th’s announcenient on the policy of the “Tea 
Committee ” and of Government was immediate. Mr. Gordon who 
bad been sent to China to fetch seeds and tea makers was recalled, 
as his mission was now considered unnecessary, and a scientific ex¬ 
pedition was sent to Assam to bring back authentic and full infor¬ 
mation as to the extent and character of the tea there found. 

In accordance with this decision Gordon returned, but not before 
he had obtained and sent off several lots of tea seed from China. As 
it has often been suggested that he was fooled by the Chinese and put 
off with inferior seed, it may be well to give a contemporary account, 
evidently inspired by Gordon’ himself, of what he did, and what 
seed he got. “ The first parcel of the seed was despatched person¬ 
ally by Mr. Gordon, in very good condition, and having been pro¬ 
cured from the Bohea hills, is supposed to have been collected from 

* Letter from the Tea Ooraioittee to the Qovemment of India, ^th Deoeti^ber, 1884. 

» OalciUta OtMrier^ September 14 ^ 
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pints besting only the good sorts of black tea. This seed on its 
arriTal in Calcutta was distributed partly for cultivation in Assam, 
partly on the Himalaya hills The second and third batches were 
both despatched frmn Canton during Mr. Gordon’s absence, and 
from the channels through which they were procured are supposed 
to have been only the seMs of inferior kinds of tea Both these 
parcels were sown in the Botanic Garden here; the last of them 
arrived out of season and in such a state as not to vegetate, but from 
the second batch about a lac of plants were procured, of which about 
20,000 were sent up to Assam, as many more to the garden at 
Mussoorie and a couple of thousands to Madras ” There was evi 
dently more than a reasonable suspicion that part at 
any rate of these first importations represented not the 
seed of ♦he best of the Chinese tea plants, but any 
rubbish which (not even being inspected by the Tea Commis¬ 
sioner in China) could be palmed off on the unsuspecting 
Indian authorities This was not the case always with later im¬ 
portations, but some of the first were certainly as doubtful material 
as could have been obtained. 

The recalling of Mr Gordon from China was a step about the 
advisability of which much controversy arose later Wallich, the 
Superintendent of the Calcutta Botanical Gardens, whose influence 
was then paramount, held that if tea really occurred in Assam, then 
there was no need to import seed He wrote*:—“ The committee 
have maturely weighed the subject of the new discovery in Upper 
Assam in all its bearings The genuine tea grows there, or an in¬ 
digenous plant which may be cultivated to any extent There is no 
ground for supposing that the various sorts of tea seeds imported 
from China will produce anything but the shrub in its natural state, 
retaining nothing of the variety whose name the seeds bear: it is 
therefore useless and unnecessary to import* from China at a great 
expense and groat risk what may be had, as it were on the spot, to 
any extent almost in a state of perfect freshness and strength for 

1 Tp )lr. Gordon, m Sooretary of the Tea Committee on 8rd Februaiy 1S80, 
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vegetating. Your continuance in China, so far as regards sup¬ 
plies of seed, is therefore useless and unnecessary." This policy, 
as we have since proved by experience, was correct: the reason 
given for it was as fallacious as could be,—and was one of the points 
which led to bitter oemtroversies a little later between WaUich and 
Griffith, his colleague on the scientific deputation to Assam. 

In the meantime the local progress had been considerable. Tea 
plants, originally supposed to be only found growing wild in the 
Singpho hills had been discovered in the Manipur hills L 
Major Grant, in the Tippera hills, and in a number of new 
localities in the Assam Valley. Further Lieutenant Charlton, who 
had supplied the samples which had finally determined that tea 
occurred in Assam, had been asked to experiment with the growth of 
the plant at Sadiya where he was stationed, with Mr. Bruce, who 
had been in Assam for a number of years on his own business and 
who had certainly grown the plant since 1826, as his assistant. This 
latter arrangement was not to continue long. In the disturbed 
state of the country, Charlton had to go out to subdue a rebellion, 
and in attacking a stockade he was wounded and had to leave the 
province.* Bruce took charge o' the experiments, and frean this 
time onward he becomes almost the principal figure in the local 
development of tea culture for a good many years. 

The scientific deputation to Assam to which I have referred 
was appointed early in 1835 and consisted of Wallich, William 
Griffith,—one of the most distinguished botanists who ever worked 
in India,—and McClelland, a man of reputation, as a geologist 
They left Calcutta on 29th August, 1835, and went straight to 
Sadiya, arriving in January, 1836. ThL deputation was not a very 
happy party. It found the experiments in growing tea at Sadiya in a 
very crude state. There had been tea nurseries at Sadiya but thev 
had been trodden down by cattle, and little could be seen. The 
country was so disturbed that Wallich get frightened and wisb<'.d 
to return without seeing all the country. The others explored th-j 


* Itt September IbSfh 
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(Kmntry faiiiy thoroughly however, and the reports on what was 
fotind Griffith* and McClelland* are among the most valuable 
documents we have as to the condition of indigenous tea in Assam 
in 1896. 

The questions which they set themselves to answer were 

(1) Is tea indigenous to Assam ? 

(2) Are the conditions such as to make it probable that a 

tea industry will succeed ' 

( 3) What are the conditifms in Assam under which it is 
most likely to grow successfully. 

(4) Is there any necessity to import Chinese tea seed. 

The first of these questions they left doubtful, and doubtful it 
has remained. They found the tea plants scattered all over the 
country to the South of the Brahmaputra in Upper Assam, while 
there were none to the north of the river. They always occurred, 
however, in the plains in groups, almost as if they had been planted, 
and only in the Singpho hills did they become apparently more a 
part of the ordinary vegetation of the country. These groups of 
tea trees in the jungle, however, were exceedingly common. The 
“ Muttuck ” country between the Dibru and Dehing rivers was full 
of them, and other places like Gabro Purbut at the foot of the Naga 
hills where tea had been found, were visited by Griffith anil 
McClelland. But the country had been in a state of war for 
twenty-five years on and off and completely desolated. The people 
in the hills round the valley were known to know tea and to drink 
it. Hence it was quite possible tha,t these were remnants of former 
tea gardens. In spite of this both Griffith and McClelland consi¬ 
dered it probably indigenous. 

In discussing the second point, Griffith went at great length 
into the similarity of Upper Assam to the'tea tracts of China. He 
concluded finally: “ (1) that there is a similarity of configuration 


* Tr»n6ftotiicm of Agri* Horticultural Society of India, Vol. V, 1837*38. 

* Transaction of i^-Hortioultural Society of India, Vol. IV, 1887. 
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betweoD the vall^ of Assam and two of.tlm test known tea pravHi'- 
oes c f China; (2) that diere is a similarity between the cHmates of 
the two countries both in regard to tmnpeiature and hunwdity; (3) 
that there is a precise similarity between the stations of tte tea 
plant in Upper Assam and its stations in those parts of the provin¬ 
ces of Kiangnan and Kiangsee that have been visited by £urop<»in8; 
(4) that there is a similarity both in the associated and the general 
ve^tation of both Assam and those parts of the Chinese tea 
provinces situated in or about the same latitude.” This conclusion 
undoubtedly did a good deal to strengthen the confidence in the 
possibility of Assam as a commercial tea growing district, though 
1 doubt whether any of these statements are very accurate. 

As regards the conditions under which tea would best grow in 
Assam, McClelland ( loc. cit.) had nothing to go on except the situ¬ 
ation of the indigenous tea which he found. Of this, he said:—“ It 
appears that the tea plant of Assam grows spontaneously under 
slightly distinct circumstances as follows: (1) in the level plain; (2) 
on embankments or mounds slightly raised above the plain. Cuju, 
Noadwar, and Tingrai are examples of the first, Nigroo and Gubru- 
{iurbut are examples of the second.* The first class of situations 
are distinguished from the general plain by a porous structure and 
the peculiar character of maintaining a dry surface under exposure 
to excessive moisture; the second by a structure less porous than the 
first. In both the plants are situated at the verge of inundations 
which prevail during the greater portion of the year on the adjoin¬ 
ing lands. The important peculiarity of these sites is that tbev arc 
less secure from inundation by their elevation than by their struc¬ 
ture. , Indeed the lower sites are scarcely raised more than a yard 
above the adjoining fiat plains, which are exposed to inundation not 
merely during falls of rain, but also from the overflowings of the 
great rivers.” It is remarkable how clearly McClelland saw the 
need for thoroughly efficient drainage if tea is to flourish. It would 

‘ The ntmee of moet of theoe iltM will be et onoe reoognieed by tboee who know the A«9ein 
tee indmlry. < 
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luvra been a good thing if everyone since then had seen it equally 
clearly. 

As to whether it was necessary to import Chinese tea seed, 
there was, as we>have already hinted, a violent difference of opinion 
between Wallich and Griffith. The former held that there was no 
need: the latter that Chinese seed is required. I have quoted 
Wallich, I will now quote Griffith. “ The most thoroughly 
philosophical course,” said Griffith, “is to cultivate imprimis, on 
the tracts alluded to, the best procurable plant taking at the same 

time every precaution towards reclaiming the Assam plant.The 

first step must be therefore the importation of seeds with a small 
proportion of the best plant from China: this is still more necessary 
from the total annihilation of those previously imported,—and the 
importation must continue to be, for some years, for obvious reasons, 
an annual one.” 

Griffith’s position was thoroughly logical. A wild plant is not 
likely to give as good produce as one which has been cultivated for 
many generations. But the result of its adoption has been disas¬ 
trous. As a result of it Gordon was sent back to China, for many 
years China tea seed was brought over regularly, and every thing 
was done to plant it instead of the “ wild ” indigenous tea of Assam. 
Wallich was ill<^ical, but he was right; Griffith was logical, but the 
result of his recommendation was disastrous. It shows how danger¬ 
ous it is in such matters to reason by analogy. 

The general result of the visit of the scientific deputation tu 
Assam was to commit the Government to go ahead in a definite effort 
to introduce tea cultivation in Assam. Previously the work bad 
been very half-hearted. A nursery in the compounds of the bunga 
lows of Charlton and Bruce at Sadiya or in a small plantation at 
Chykwa,—^the cutting down of the trees in a few of the groups of tea 
plants in the jungle,—the importation of a ^ew Chinese tea makers 
the whole under the general supervision of Bruce,—this was all that 
had been done, and it had been done very badly. As regards the 
nursery at Chykwa, Griffith reported out of 20,000 plants put out. 
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ID August, 18S5, not more than 500 ranainod alive and those “ in 
the last stage of decline. The ground was literally matted down 
with low tenacious weeds, and it is a fact that on our arrival at the 
nursery not a tea plant could be seen owing to the uniform green 
colour of the surface.” As regards the tea colonies in the jux^e, 
be said that Tingri, where operations were commenced, looked un¬ 
healthy in 1836. “ Great parts exhibited oonoiderable confusion: 
almost all the tea plants had been cut down: the underwood was 
cleared away, and all the forest trees either felled or in process of 
being so, the dibris being burnt on the spot among the still living 
bases of the tea plants! ” 

From this time onward, however, the energy put into the matter 
was very largely increased. Bruce, as Superintendent of Tea 
Culture, put a large amount of energy into the work of clearing the 
tea colonies in the jungle, allowing them to grow, and making tea 
from them. The following note on his work published in 1839^ 
seems to give but a fair account of all that we owe to him. 

“ Mr. Bruce, a gentleman who by long residence in the province 
had become habituated to the climate and well acquainted with 
the country and inhabitants, was appointed Superintendent of Tea 
Culture. His attention has previously been given to other pursuits, 
and he does not seem to have possessed any knowledge of botany 
or horticulture, or indeed any special qualifications for the post, 
but his intelligence and activity supplied every deficiency, and 
enabled him to render very valuable service. He discovered that 
the tea plant, instead of being confined to a few isolated spots, 
was over a great extent of country* and though his researches were 
at first viewed with great jealousy by the native chiefs, he not only 
succeeded in removing their prejudices but persuaded them to 
contribute their hearty assistance to his labours.” 

I do not pretend that Bruce ever discovered the way to grow 
and make tea so as to be really profitable. As we shall see, nobody 

• AaUtIo Journal, Vnl » (1889) pp. 58.61. 

* He publiihod a mtp o! thaip in ]8w, which shows how widely he must have travelled in 
what then was almoet pathless jangle. 
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di4 this really until 1852,—but he was an admirable pioneer, found 
out the haluts of the tea plant, got over many of the initial difficul¬ 
ties, made drinkable tea, and to him almost alone is due the bringing 
of the cultivation and mianufacture to such a point that a commercial 
company was ready to take it up. 

The first tea, good enough to send down to Calcutta, made in 
Assam, was produced in 1836. Five boxes were made of tea 
prepared from leaves gathered out of season, dressed according to 
the process used for black tea, and with a very imperfect apparatus.'* 
It was approved in Calcutta. The then Viceroy (Lord Auckland) 
drank it and pronounced it of good quality, and it was considered 
by those interested that the question might be regarded as settled 
that tea could be made in Upper Assam.^ The following year still 
better tea was made, and was pronounced to be a mercantile com¬ 
modity.® The difficulty of packing was beginning now to be felt, 
and remained a serious problem for several years, until tea lead 
was made on the spot,—a not very easy operation. In 1838 the 
first tea was sent to England. I will speak of its reception in 
London a little further on. 

The position of the cultivation and manufacture at the stage 
we have now reached is well described in a small but very interesting 
pamphlet published by Bruce in 1838. This® gives such an excel¬ 
lent account of what tea culture and manufacture meant to Bruce 
in those early days that I must quote a few passages. 

“ The tea plants of Assam have been found to grow, and to 
thrive best, near small rivers and pools of water, and in those places 
where after heavy falls of rain, large quantities of water have 
accumulated, and in their struggle to get free, have cut out them¬ 
selves numerous small channels. On the top of this land you must 

fancy a thick wood of all sorts and sizes of trees and amongst these 

. * . . ' " ■■■■■■-' ' . . - . ■ . ' -.— — 

* CalnUtQ, Courier 2lBt November 1836 

* Calcutta Courier 2lBt December 1886. 

* Daily NeiMt Calcutta, 2nd March 18^8« 

* Entitled ** An Account of the Manufacture of the Black Tea ob now practised at Suddeya 
in Upper Aasam, by the Chinamen sent thither for that purpose, with some observations on the 
culture of the fdant ip China^ and its ^owth in Assapi by C. A. Bruce, 8u|>er{ptondept of Top 
CnltprQ,*' 
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the teft tree, struggling ioe existence: the giraand hete said tlleM 
having a natural ditch cut by the rain water, which fonns so 
smali islands, . . . . t^ lend being never wholly inundated 
in the rain, though nearly so. This kind of land is called Coorkah 
Mutty.^ I have never met with the .tea plants growing in the sun, 
but invariably under shade, in thick woods, or what we call tree 

jungle and only there and in no other jungle whatever. 

The largest tea tree I ever met with was twen^-nine cubits high,* 
and four spans round: very few I should say attain that size.” 

He goes on to say that he had failed always in planting tea 
when put in the sun: on the other hand, his transplants did very 
well in the shade. He was astonished at the hardiness of the tea 
plants and quotes the following experience. In one case the 
Assamese villagers “ took the tea plant to be so much jungle, and 
therefore nearly cut all of it down close to the ground, and set fire 
to the whole, and then planted paddy or rice on the spot. The crop 
of paddy had just been cut and brought in when we saw the plants, 
the shoots were coming up from the roots and old stumps thick and 
numerous . I afterwards converted this piece of ground 

into a tea garden on account of the Government, and now it is one 
of the finest I have.” Bruce says he succeeded in getting tea plants 
to grow from cuttings, provided they were in the shade. If so, he 
must have worked very carefully for it is decidedly not easy to do 
so. In regard to plucking of tea ^eaf, Bruce does not seem to have 
attempted to go beyond what was at that time falsely understood 
to be the Chinese method,—^that is to say to pluck the whole of the 
young shoots 48 soon as they had four leaves on them, do the same 
when .a second lot of leaves grew, and take a third similar crop,— 
if it grew after such terrible treatment. 

The method of making black tea adopted by Bruce’s Chinamen 
is interesting to those who know the process as carried on at present. 
Withering of the leaf was always done by preference in the sun and 


' Nowadign (ttU wikd Korloimi Uux}. 
* S»y 4j|to44fM, * 
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the leaves were taken down and clapped between the hands several 
times during the process. The preparation for rolling also 
included a short heating in iron pans over a straw or bamboo fire 
The rolling was done, of coiirse, by hand, very much in the manner 
one soinetimbs still sees used at the very beginning of the tea season. 
No definite fermentation process was included and after rolling 
the tea was dried on sieves over charcoal. The drying was done in 
several stages, and the intermediate times during which the tea got 
cool gave the chance ior some fermentation to go on. 

Such were the conditions of production and of manufacture 
during the succeeding two or three years. New tea colonies were 
found in the jungle and were opened and extended by local .(\ssamese 
labour almost entirely in the so-cal’ed Muttuck country, and tea was 
made, in gradually increasing quantity by or under the supervision 
of a number of Chinese who had been introduced for the purpose. 
The whole development was assisted by the fact that the Hritish 
Government took over in the latter part of 1838 the direct admi¬ 
nistration of the territory of I’oorunder Sing, containing the 
greater part of what is now the Sibsagar district of the Assam 
valley. 

During 1837 nothing really more than samples of tea were 
made. In 1838, however, enough was produced for a number of 
boxes to be despatched to England, where their arrival was awaited 
with great interest. On 6th May 1838, Captain Jenkins,^ the 
Ccanmissioner of the Assam valley announced their despatch. 
These reached England in the latter part of the year and were 
brought to auction on lOlh January 1839. There were only eight 
chests and each chest was sold separately. The following contem¬ 
porary account of the sale will have considerable interest. 

“ The first impoitation of tea from the British territories in 
Assam, consisting of eight chests, containing about 360 lbs., was put 
up by the East India Company to public sale in the commercial sale 
rooms, Minfiing Lane, on the 10th January 1839 and excited much 

1 to Lord B«ntinok from Ganbati. 
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curiosity. The lots were eight, three of Assam souchcmg, and five 
of Assam pekoe. On offering the first lot (souchong) Mr. Thompson, 
the sale-broker, announced that each lot would be sold, without the 
least reservation, to the highest bidder. The first bid was &s. 
per lb., a second bid was made of 10«. per lb. After much 
competition it was knocked down for 21s'. per lb. the purchaser 
being Captain Pidding. The second lot of souchong was bought 
for the same person for 20«. per lb. The third and last lot of 
souchong sold for 16«. per lb., Captain Pidding being the 
buyer. The first lot of Assam pekoe sold after much competition 
for 24s. per lb., every broker appearing to bid for it: it was 
bought for Captain Pidding. The second, third, and fourth lots 
of Assam pekoe fetched the respective prices of 25.s\, 27s. 6rf. and 
28s. fid. per lb., and were also purchased for Captain Pidding. 
For the last lot (pekoe) a most exciting competition took place, — 
there were nearly sixty bids made for it. It was at last knocked 
down at the extraordinary price of 34s. per lb.. Captain Pidding 
was also the purchaser of this lot and has therefore become the 
sole proprietor of the first importation of Assam tea. This 
gentleman, we understand, has been induced to give this enormous 
price fcr an article that may be produced at Is. per lb. by the 
public-spirited motive of securing a fair trial to this valuable 
product of British Assam.* 

As suggested in the above extract the prices given were purely 
for the sake of advertisement. The tea was not good but it was a 
curiosity, and its arrival was followed in the latter part of 1839 by 
another lot, this time of ninety-five packages eighty-five of which 
were sold on 17th March, 1840, by auction as before. A very com¬ 
plete* accoimt of this consignment was given by the East India 
Company to the Indian authorities with careful criticisms by nearly 
all the leading London tea brokers. 

The tea was evidently much better than the last, and was 
valued from 2s. lid. to 3s. 3d. per lb. It still fetched, however. 


* Afiiatlp Joumolf 188$), 
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a fancy price nearly all going between 8^. and 11s. per lb. texcept 
what was called toychong, evidently a very coarse material, which 
fetched between 4s. and 5s. per lb. With regard to them 
Messrs. Twinings and Co of London^ well summarised the general 
opinion by saying, “ Upon the whole we think that the recent speci¬ 
mens are very favourable to the hope and expectation that Assam is 
capable of producing an article we’l suited to this market, and 
although at present the indications are chiefly in reference to teas 
adapted by their strong and useful flavour to general purposes, 
there seems no reason to doubt but that increased experience in the 
culture and manufacture of tea in Assam may eventually approxi¬ 
mate a portion of its produce to the finer descriptions which (/hina 
has hitherto furnished.” 

Thus six years a fter the tea committee was originally formed and 
experiments commenced, we have realty for the first time a reason¬ 
able quantity of Indian tea put on the market. So far the Govern 
ment had borne the whole cost of the experiment, and had every 
reason to congratulate itself on the progress made. It had been 
proved that tea existed in Assam, that it would grow, that the leaf 
could be manufactured and that the manufactured tea was a market¬ 
able commodity comparable with that obtained from ('hina. It 
now remained to convert a Government experiment into a real com¬ 
mercial venture,—to take it out of the hands of the experimenters 
and place it in those of business men, who would have to make it 
pay. Between the present stage and that final one when money 
could be made from tea culture there was still a ’ong way to go. 
Many disappointments had to be faced and many losses made, and 
the preliminaiy steps only were soon found to have been completed. 
Twelve years more, in fact, had to pass before tea culture could be 
considered a commercial success. The story of those twelve years 
will form the subject of a second article. . 


Letter dftted 12th Febntar^i 1840. 



A MADRAS CO-OPERATIVE STORE. 


The Triplicane Urban Co-Operative Society claims to be the 
premier society on the Rochdale plan in the Madras Presidency, 
and even in India. Whether the latter claim is justified I do not 
know. The former is so far valid that hopes for an extension of 
co-operation on British lines in South India must for sopie time 
to oome rest mainly upon the fortunes of this pioneer enterprise. 
It is unfortunate that even British-born members of the I. C. S., 
while they frequently fully realise the merits and potentialities of 
various forms of co-operation developed in Germany, Denmark, 
Holland, Belgium and Ireland, are almost without exception, very 
ignorant of the far greater, and, I venture to say, even nobler 
c6-operative movement that has grown up among the manual 
workers of their own country. This is some handicap in his search 
for information to the enquirer who wishes to follow the fortunes 
of co-operative stores in India; and, what is much more serious, 
it is a handicap to the societies themselves. A study of the history 
of the “ T. U. C 8 ” and of the causes of its successes and failures 
is therefore of practical value. 

Madras is a collection of villages, more or less hypertrophied 
by the continual growth of the trade of the port and of the 
administrative machinery of Goveinment. Beside the open s«a 
beach is Fort St. George, with vhe congested area of George Town 
to the north of it. Along the sea front there is a series of fishing 
villages; north, south, and east a number of agricultural villages of 
which the paddy field, oocoanut topes, pastures and tanks partly 
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remain, and partly are converted into the compounds of bungalows. 
Immediately to the south of the Fort is the open space of the 
“ Island ” and the two branches of the River Cooum which 
surround it;_beyvmd the Cooum is Government House with its park, 
and a number of Government offices and colleges, and the village, 
now in population a considerable town, of Triplioane Thu.s 
situated, Triplicane has naturally an exceptionally large propor¬ 
tion of Brahmins among its inhabitants, many of them being 
Government servants and many on the staffs of colleges The non- 
Brahmin population is largely made up also of peons and others in 
Government employment, besides traders and fishermen 

The membership ot the Triplicane Society is mainlv Brahmin, 
and in its origin it is specially connected with the Presidency 
College. In the early part of 1903 a group of young men formed 
themselves into a circle for the purpose of studying the question 
of Preferential Tariffs. They held their first meetings on tlie 
premises of the Triplicane Literary Society, afterwards they met 
in one another’s houses The class died away during the year, 
but in January 1904 the membeis were reassembled by 
Mr. V. S. Srinivasa Sastriar to meet Mr. Ambika Charan Ukil, 
Secretary of the Co-Operative Union, of Calcutta. Mr. Ukil 
invited those present to become members of the Calcutta union; but 
it was decided instead to attempt to form •ui independ'mt local 
society. In the same month a provisional Secretary and Committee 
were elected, and it was determined to start a Co-Operative Store as 
soon as a capital of Rs. 1,000 was collected. Propaganda lectures 
did not lead to any great result in incieasing the number of 
adherents; but so far from disheartening the pioneers this spurred 
them on to action. On 9th April 1904, the Society, numbering 14 
members with a capital of Rs. 310, having engaged a manager and 
salesman, each on Rs. 8 per month, and having secured premises 
and borrowed a pair of scales and a set of weights, opened 
tbe “ Triplicane Co-Operative Stores ” at 7-30 a.m and the 
sales for that day exceeded Rs. 90. 9th April has since been 
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“ Co-Operators’ Day.” Four years laxer Mr. S. Venkatarama Aiyar 
described the early experiences as follows “ Onr number increased, 
but only very slowly. The first few months of our activity were 
discouraging in the extreme. I well remember a gloomy evening 
when we counted up the day’s sales at only 8 annas 4 pies, and 
Mr. Hanumanta Bao stirred up the despondent manager by reciting 
‘ Good times are coming, boys.’ We had to give up all thought of 
educational and intellectual activity and to devote all our atten¬ 
tion to the practical management of the store in all its infinite 
details. Some of us spent all our available leisure at the Stores, 
and occasionally even' acted as manager and salesman, when those 
functionaries wore away to make purchases. And some of us 
carried our ideas of economy so far as to preserve all packing paper 
and twine and return them periodically to the Stores to save it so 
much expenditure.” 

Simultaneously with the birth of the T. U. C. S. the 
Co-Operative Credit Societies Act was passed, becoming law on 
26th March, 1904. The idea was mooted among the members that 
their society might come under the act, and a deputation visited 
the Registrar to confer with him on the subject. The final result 
was the registration of the society in September, 1905, and the 
addition of features in its constitution that had not originally been 
contemplated. 

Since September, 1905, the Triplicane Society has had a triple 
function. Its original and most important duty is to maintain 
Co-Operative Stores on the Rochdale plan, selling articles in 
common household demand, of sound quality, free from adultera- 
lion^,for cash only, and dividing the profits among the members 
in proportion to their purchases. Its second function is to main¬ 
tain a Co-Operative Credit Bank, receiving deposits from members 
at rates of interest not exceeding 6^ per cent, for fixed deposits and 
per cent, for current deposits, and making loans to mmnbers at 
6^ or 7-13/16 per cent, (one pie or 1^ pies per rupee per month). 
Its third function is tortmanage Chit-funds. 
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I do not know whether “ Chit-funds ” or “ Kuris ” or 
“Nidhis,” as they are variously termed in Southern India, are 
known in Bengal. A Chit-fund is a simple form of combined 
savings and credit bank. The members meet monthly and each 
pays each month a definite sum (in the T. U. C. S. Chit-funds the 
amount ranges from 8 annas to Rs. 100) into the pool. Each 
member in turn draws the pool, and gives security that he will 
continue to pay his monthly contributions till all have had their 
turn. Of course all desire to get their turn early, and the selection 
at each meeting of the member to draw the pool may be made by lot, 
or by auction. In the latter case members offer to accept the pool 
less a certain discount, and the one who offers the highest discount 
gets it, the sum realised by such discounts being divided among all 
the members. Or, again, some combination of the systems may be 
adopted, by a limitation of the discount that may be offered, and 
casting lots among those who offer the maximum discount. In the 
T. U. C. S. chits the discounts must be not less than 3 per cent, and 
not more than 6 per cent. 

On the credit side of the work of the society there is nothing 
of importance to note, except that the Banking Department dissipates 
a certain amount of capital which is gathered hy the Stores, the 
loans slightly exceeding the total of fixed, current and recurring 
deposits. Thus we have at certain dates:— 


Date. 


Deposits. 

Es. 


Ix>anH outstanding. 
Rs. 


30th June 1916 ... ... 26,014 

31st December 1915 ... 25,673 

.mhJune 1916 ... ... 28,880 


48,147 

42,933 

32,058 


There are, moreover, investments of Rs. 50,000 in Central 
Co-Operative Banks. It is doubtful whether much more profitable 
and socially serviceable use might not be found for these funds in 
developing the main work of the society. 
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Far more important and instructive is the record of the Stores 
The broad outline can be shown in tabular fonn:— 


Date* 

Members. 

Share 

Capital. 

Reserve 

Fund. 

Common 

Good 

Fund. 

Sales lor the 
previous 



Bs. 

Rs. 

Be. 

Be. 


9th April 1904 

14 

810 





let „ 1906 

181 

1,160 

256 

190 

20 636 

year 

let „ 1906 

408 

3,168 

1,046 

800 

84,826 

»» 

80th June 1907 

637 

4,946 

2,564 

2,007 

120,527 9 months 

Slst December 1910 

1,689 

14,878 

10,662 

8,944 

235,904 

^year. 

81st „ 1911 

1,863 

20,298 

16,676 

11,876 

262,898 

81st „ 1912 

2,204 

26,948 

21,097 

15,266 

314,767 

»} 

81et n ^218 

2,670 

32,136 

28,980 

17,813 

828,962 

M 

80th June 1914 

2,789 

37,848 

24 026 

14,904 

816,681 


81st December 1914 

2,786 

87,099 

24,103 

14,190 

821,452 


SOtb June 1915 

2,796 

87.274 

26,694 

16.610 

241,552 

(1 

Slst December 1915 

2,808 

39,602 

26,726 

14,760 

264,554 


80tb June 1910 

2,806 

41,161 

29,244 

15,814 

240,088 



It will be seen that the growth of the society was vigorous in 
all respects up to the end of 1913, when the membership reached 
2,670, and the sales were at. the rate of 6^ lakhs per annum. Since 
then the membership has still further increased but now seems to 
be stationary, the sales have fallen to about 6 lakhs per annum, and 
only the share capital and the reserve fund continue to grow with¬ 
out ceasing. The sales are the best test of the vitality of a 
co-operatrive socie^, when allowance is made for iluctuationsi of 
average prices; and the falling off of sales shown above, if not 
alarming, is* at least disquieting. Unfortunately this is not the 
only circumstance which has that effect There has recently been 
a regrettable failure to submit the reports of each half ytear promptly 
to the members. No accounts have yet been presented for the 
second half year of 1916. Those of the previous half year were not 
submitted till 10 months after its conclusion. Those for the half 
year before that were 16 months late, while those for the half year 
ending December, 19W. were not presented to the members till 
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SWh OctoiMV 1W61 One’s imagination fails to picture the situation 
that would arise in a Scotch or English “ Co: op ” i f the management 
4ared to keep the members waiting 22 months before presenting 
the accounts and declaring the dividend It is not siirprising that 
when that long delayed meeting did take place, one motion on the 
agenda was that “ the' present Directorate shall dissolve and 
necessary arrangements made immediately for the election of a 
fxesh set of Directors.” 

The constitution of the society is somewhat complicated Each 
member on election becomes a member of a particular branch 
Each branch elects a Panchayat of five members, one representa¬ 
tive to the Advisoiy Board, and another representative who, with 
the members of the Advisory Beard, serves on the Electoral Board 
The business of the Electoral Board is to elect the Directors who 
manage the affairs of the Society Whether there is any 
superiority in such a complicated system of indirect election over 
the method of simple direct election of a managing committee 
adopted in Great Britain, is doubtful 

The membership still shows a majority of Brahmins, but there 
are a good many non-Brahmins, Mahomedans and Christians 
There are also a number of corporate bodies among the members, 
as hostels, clubs and temples and upwards of 60 women 

The services which the Society renders, directly to its own 
members, and indirectly to the social advance of the people of 
South India, are 

(1) It Sets an example of better methods of trading Prices 
are fixed, and there is no scope tor chaffering and the waste of time 
and effort that that involves. 

(2) A child may be sent to make purchases, and will receive 
full weight and the correct quality of goods just as an adult. 

(3) Sales are for cash; and the divide'hd on purchases, so far 
as it goes (up to now it has been minute) is capable of becoming a 
tuana of rescuing pocUrer noembers frenn debt. The society assists, 
at present cmly in a small degree, but ultimately perhaps effectively, 
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Uie pe(^le affected to make savings rather than Ixwfowings the faHtfU 
of thdr domestic finance. 

(4) It forms the most hopeful form of organisation against 
adulteration in articles of common consumption. Gingely (Til oar 
Sesamum) oil has been dealt with effectively, and a perfectly pure 
oil is sold. Milk and ghee are more difficult problems, but not 
insuperable. 

(5) Valuable training in the management of business and 
public affairs is given. 

(6) The good or evil fortune of the Iriplicane Society 
encourages or discourages the members of the younger and smaller 
societies in other urban areas {e.g , Coimbatore, Dindigul, Madura, 
Palamcottah, Trivandrum). 

(7) The development of Co-operative Stores in the cities 
re-acts very favourably upon the growth of agricultural co-operation 
along many possible lines of development. 

In a word the economic advantages of a vigorous growth of 
co-operation in the direction in which the Triplicane Society is 
an Indian pioneer, are very great in thsmselves, but small compared 
with the moral and intellectual advantages. As the Society leasts 
among its members many of the most distinguished Indians in 
Madras, it should be able to command the energy and ability 
necessary to overcmne the difficulties that hamper it. 

Many of those difficulties are of a nature that can readily be 
guessed. Just as the hot, damp climate of Madras'breeds pests 
that prey upon plants, and microbes that prey upon men, so its 
soci^ and business atmosphei'e is favourable to the development of 
faction in popular assemblies, of intrigue among elected representa¬ 
tives, Of illicit commissions among business people, and of suspicion 
among the rank fmd file. It is obvious that it is desiiable that a 
Co-operative Society should have as its chief salaried servant a 
man of great ability scmrning all illicit profits, thoroughly trusted 
by all the members; be sdimPd continue to serve the society i<« 
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a fairly loi^ term of years, and that when he retires his place 
should be taken by some younger man whom he has carefully 
trained with that view. It is desirable also that there should be 
perfect good feeling between all sections, the shareholders, the 
employees, tl® various boards and committees. It is not easy in 
any country to secure all these desiderata, and, I fear, it is more 
difficult to secure them in South India, even among a community 
mainly comprised of Brahmins, than in Britain among a community 
of artisans, labourers, factory operatives or miners. In the 
Triplicane Society the chief salaried officer is the Secretary, and 
changes of Secretary have been regrettably frequent. These 
changes are, undoubtedly, to be associated with the somewhat 
fluctuating fortunes of the Society after it had successfully passed 
through the most dangerous period of infancy. 

Such difficulties as are indicated above are in the very nature 
of things; and the greater they are, the greater is the need of 
Co-operative Societies to train people to combat them. But there 
is also a quite unnecessary difficulty which has been imposed upon 
the Co-operative Societies of Madras by the general ignorance in 
Government circles and among the members, of the results of 
British experience in Co-operation. I refer to the existence of a 
rule prohibiting the Society from selling to non-members. 

The views of the department on this subject were clearly 
expressed in the following passage in an address given by a 
distinguished member of the Government to a Co-operative 
Conference recently held in Madras :— 

“ The application of the co-operative principle to the distri¬ 
bution of ordinary articles of consumption is one of the most 
familiar forms of co-operative effort. In England it was one of the 
earliest; the Rochdale Store dating from 1844. Since then many 
Co-operative Straes have come into existem^ and have flourished 
exce^ingly. There is, however, an undoubted tendency for such 
stfiOBS to abandon their co-operative character and to become 
merely large shops to the advantages of which any one can secure 
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admission under ^ tUn veil of an annual std>scription. As a Co¬ 
operative Store always ought to be able to reduce the price of its goods 
to its members, owing to the elimination of the shop-keeper’s 
profit, everyone wants to buy the Stores’ wares, and the temptation 
to extend sales by admitting non-members becmoes too great to be 
resisted. I do not know whether this tendency has made its 
appearance in Madras, but it is sure, sooner or later, to exist, and 
tW the Co-operative Supply Association becomes merely a la^rge 
shop with the original co-operators degenerated into shardtolders. 
Except, therefore, in quite small areas, or where membership can be 
strictly limited, as in the case of students of a particular college, 
or the employees of a particular firm or company, this does not 
seem to be one of the best directions for co-operative effort.” 

The above-mentioned tendency did, of course, display itself in 
the Civil Service Supply Association, the history of which is pretty 
fairly told in this extract. The description would apply also to 
the Army and Navy Co-operative Stores, if these in their origin had 
been co-operative in fact as well as in name. But it does not apply 
to the seventeen hundred odd large and small societies of the British 
Isles on the Rochdale plan And, it is curious to note, the Civil 
Service Supply Association which underwent the degeneration 
described, had a rule prohibiting sales to non-members, whereas the 
vast number of societies which have remained truly co-operative, 
have always sold freely to every stranger who enters their shops. 
Yet they have defied this tendency to split into two separate bodies, 
one of shareholders and the other of purchasers, and again 
curiously, as year after year they sell freely to non-members, the 
propprtion these sales bear to the total grows steadily smaller. The 
reason is that they have met the,danger in the right way. 
of refusing to allow non-members to become purchasers, they have 
invited all who will to become purchasers, and all purchasers who 
will to become members. The usual method is that every non- 
member receives half dividend on his purchases; and the iaitial 
deposit towards the,,,taking up a share is so that % 
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non-member’s purchases must be minute indeed for his half dividend 
to be too small to make him a full member at the end of the half year 
or quarter if he allows it to remain on deposit. 

Just as the department, through a misunderstanding of 
oo-operative' history, has been led astray on this question, so have 
the Madras co-operators themselves, through reascming cm the 
asalc^y of the most familiar form of co-operation in India, the Co¬ 
operative Credit Bank. It is obvious that these banks must in their 
ordinary business lend only to members; also that they must I'e 
careful whmn they admit to membership, and that they should 
discriminate according to character. A man may make a bad or 
foolish use of a loan, and you should know someliing about him 
before you lend to him. But no such enquiry into character is 
necessary when it is a question of selling him provisions for house¬ 
hold consumption. Known bad characters should, of course, be 
excluded,- but otherwise no special selection is required. All 
ordinarily respectable and honest folk should be welcomed. This 
non-exclusion is the special glory of the British societies on the 
Eochdale plan. A few men have, in each case, toiled to establish 
the Society, have given their leisure freely, have bought their goods 
at the Stores at a sacrifice, and when they have built up a strong 
organisation, earning large profits, they have allowed every decent 
citizen who chose to share its advantages on precisely equal terms 
with themselves. Exactly the same ideal is held by the Triplicane 
Society, but the rule against selling to non-members, combined with 
the fact that members must hold shares to the value of five rupees, 
very seriously stands in the way of realising the co-operative idt*nl 
in practice. It is true that there are arrangements to enable the 
shares to be taken by instalments, but this does not, in practice, 
make any great difference. 

On the commercial aspect there is, of 'course, only one side to 
the question. The last report of the T. U. C. S. shows 86 employees, 
^handling a trade of Bs. 2,40,000 in the half year,—at the rate, that 
is, of Bs. 16 per day per employee. Beyond a doubt the existing 
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premises could easily do three times that tnule, and the neoessary 
increase in the numtor of employees would be well under 60 per ocmt 
Better wages could be given, the more active life would be beneficial 
to the employees, and much higher prints would be earned. 
Moreover continual expansion is the very breath cf life to a Society. 
Of the original body of enthusiasts some die, some remove to other 
places, some become too much engrossed in other work. As long as 
the Society is growing, ^ere is a ccmtinual influx of new members, 
of whmn some have leisure and some enthusiasm; and the feeling of 
belonging to growing organisation gives encouragement, interest 
and esprit de corps to the whole body. 

It is, I think, time now that the Registrars of Co-operative 
Societies in the different provinces should devote some study to the 
Stores movement, and draw up model rules based on British 
experience, with suitable modifications. With regard to selling to 
non-members I would suggest the following model rule:— 

“ Except as provided in Rule No. 00* sales shall be made only 
to members and prospective members. 

“All non-memliers who record their names and addresses in 
bdoks kept for that purpose in all the branches shall be deemed 
prospective members. 

“ All prospective members shall be united to apply for full 
membership. 

“ In the event of a prospective member becoming a full 
member the dividend on his previous purchases shall be credited to 
his share account. In the event of his declining membership, or 
otherwise failing to become a member within twelve months of the 
declaration of the dividend, the amount to his credit shall be 
transferred to the Reserve Fund.” 

I do not think that the British ru^e of half dividend to non- 
members would work in India, the rate of dividend being too small. 
The same result has to be reached by another method. 


Tbn rule dMlinfi with oHier SooietiM. 
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' The T. U. C. S. dividend on sales is, indeed, deplorably low, 
varying usually between one and three pies in the rupee. Too high 
a dividend is bad; but the ideal “ divi ” would be somewhere between 
one and two annas in the rupee. The reasons why the dividend 
is low are tfiree, (1) insufficient volume of trade to employ the estab- 
hshilnent and staff to the best advantage, (2) the fact that some 
goods are sold cheaper than in the bazaar, (3) the rules with regard 
to the disposal of profit. The first of these is discussed above, the 
second can be easily altered by the management, the third is worthy 
of some consideration. 

The rules require that one quarter of the profits shall go to the 
Reserve Fund; then interest on capital is deducted, then the remain¬ 
ing profits go, one-third to the Common Good Fund, and two-thi ’ds 
to the members in proportion to their purchases. It is obvious 
that in these rules wo see the dominating influence of the 
Co-operative Credit Bank. The result is that only about 40 per 
cent, of the net profits are available as dividend on purchases. 
Thus, if the net profit be Rs. 6,000 it would be distributed as 


follows:— 

Rs. 

Reserve Fund, one quarter ... ... . 1,260 

Interest on Share Capital (probably about) ... . 760 

Common Good Fund ... ... 1,000 

Dividend on Purchases ... ... . 2,000 


Total ... 6,000 


Now this is a bad distribution. In the first place, as the 
interest on the Share Capital is fixed, and fixed at a minimum rate 
(in the T. U. C. S, limited to 3f per cent, per annum), it is really of thi- 
nature of interest on debentures, and should be the first charge on 
the net profits, standing before Reserve. 

Secondly, the amount assigned to the Reserve Fund is unneces¬ 
sarily high, and it should rather be proportioned to what is 
distributed to the shareholders than to the total profits. As the 
Reserve Fund is ctmtinually growing by compound interest quite 
apart frmn new assignments, if one-third of the amount paid in 
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interest were allotted to the Reserve Fund by rtde, thfe wohld he 
sufficient. 

Thirdly, the rule that the Ounmon Good Fund, t.e., the members, 
c(dlectively, shall receive half as much out of the profitei as the 
members do as individuals, is very beautiful in. theory, and has 
advantages in practice. But, though I have not space to set out 
my reasons, I feel sure that a less idealistic rule would work better. 
The British custom of 2^ per cent, (or less) of the profits to 
an “ Education Fund errs in the opposite direction. There should 
be a happy mean. Rules should encourage public spirit without 
mideavouring to cmnpel a degree of virtue altogether out of propor- 
ti(Hi to what the members can voluntarily rise to. 

A better distribution of a profit of Rs. 6,000 would be:— 



Ba. 

Intaresc on Share Oapital 

Reserve Fund (one-third of the interest) 

Oommon Gkx)d Fund (one-tenth of the profits) 
Dividend on Purohases ... 

760 
... 850 

... 600 
8,600 

Total 

6,000 


As a consequence the dividend on purchases would increase 
from 40 to 7u per cent, of the total profits. The higher dividend 
would stimulate sales, and this again would increase the percentage 
of profit. It would also facilitate the use of the Stores and its 
“ divi ” for the proportion of thrift. 

During the present crisis the British Co-operative Societies 
are selling at lower rates, as a rule, than the private shops, and are 
performing an enormous national service by checking, as far as th^ 
can, the rise In the price of the necessities of life. But it is well 
known that in ordinary circumstances their prices are, as a rule, 
slightly higher. It is not so well recognised that by maintainii^ 
their prices rather above than below the general level they do an 
enormous economic and moral service to the bulk of their membean. 
For the mrdinary monber of the working class to save a few pence 
per week demands an effort of will that is out of proportion to ^ 
benefit. But to shop at the “ Coop ” is easy, and a tiny addition 
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to the weekly household expenses means only a glass or two less of 
beer per week. Then when the quarterly or half-yearly dividend 
is declared there is a sum to tlie member’s credit which is used 
either for recurring expenses, as clothes, or as a nest egg 
to attract further savings. Thousands of manual workers use such 
savings to buy their houses and live rent free. 

It is obvious that great benefits v/ould result in India from a 
siffiiiar use of the Co-operative Stores. It, however, can hardly be 
expected unless a larger proportion than at present of the profits 
are allowed to be distributed as dividend on purchases. British 
co^erators are often reproached, both by outsiders and by their 
own leaders, with being mere “ divi-hunters.” But to pass from 
the ranks of the thriftless hand-to-mouth lanks into those of the 
divi-hunting co-operators is a great moral ascent, and almost a 
necessary preliminary to the further rise into the class of the true, 
public spirited, co-operators, who are the salt of the State. 

niSVBlBUnVB CCMiPKBATIVR SoCIKTIBS IN TUB MADRAS PbBSIDBNOV. 


Aeg. 

No. 

Namb. 

Mem¬ 

bers. 

Capita] 

1 Reserve. 

IBl 




Rs 

ka 

■ITISl 

15 

Triplicans Urban Co operative Society 

2,812 

I0ii,448 

28,282 

504,687 

26 

Ooimbatoro Urban Bank and Stores 

388 

12 891 

1,349 

89, .386 

28 

Madura Urban Co-operative Society 




and Stores 

744 

112,172 

11,177 

40,250 

58 

Kumool Urban Co-operatic e Stores 


l,22t 

520 * 

6,211 

83 

Madaiiapalle Urban Co-operative 





Society and Stores ... 

150 

4,425 

IDS 

20,638 

1037 

Pudupalaiyam Urban Co-operative 





Distributive Society 

80 

995 

248 

8,698 

1079 

Falamoottah Urban Co-operative 





Distributive Society ... 

180 

1,06G 


7,709 

1107 

Tiruvalur Sri l^agan^a Co operative 
Distributive Society . 



i 


57 

455 

25 

6,837 

140ft 

Triohinopoly Oo-opera^ve Stores 

126 

4 016 


17,801 

Ull 

IMIore Oo-ogsrative Stores 

Mayaveram Co-operative Distributive 
Iwoiety ... 

145 

2 899 

219 

28,020 

1485 

167 

4,176 

- 

11,266 

US8 

Qedivadu Gooiperative Stores 

89 

795 

• • ••• 

1,629 


Total 

4,911 

258,489 

42 313 

694,086 


TItenIk «]«>» Booiet;!! at Trivandrain in the State of Yrivaiioote. 


QILBERT SLATER. 





AN ESTIMATE OF INDIA’S NATIONAL INCOME. 


My object in this article is to frame an estimate of India’s national 
income with such materials as are available for the purpose; and to 
compare the amount of that income per head of the population in 
1911 with'that in 1891 (both years of favourable seasons and good 
harvests throughout India). For comparative purposes the results 
obtained are, I consider, of undoubted value; more especially as a 
corrective of the view, so widely prevalent among Indian publicists, 
that India as a nation is growing poorer year by year with an ever 
increasing pressure of population on the soil. As an absolute 
measure of India’s resources I do not claim for the figures 
that they are more than a rough approximation to the truth. At 
the same tiine, taking them as they stand, they do enable us to see 
many things in their true perspective which, without their help, it 
IS difficult to apprehend properly. 

One of the earliest estimates of India’s national income was 
that made by Mr. Dadabhai Naoroji in 1871. He estimated at 
260 crores of rupees the aggregate value of India’s agricultural 
produce (less a suitable allowance for seed). This he divided by 
the total population— viz., 170^ millions. Obviously, however, only 
a proportion of the population (which, adopting that for 1891, we 
may put at 67 per cent.) is directly supported by agriculture; giving 
an average per head for the agricultural population, on the basis 
of Mr. Naoroji’s figures, of Rs. 23; or an average for the whole 
population of probably from Rs. 24 to 25. Next, we have the 
tstimate of Rs. 27 per head given by Lord Cromer in 1881. This 
was a little too high, there is reason to think. My own estimate for 
t891 is Rs. 2B, as ccmpaiM ^ avera^ for 1911 {on the btfsvt 
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of the ‘pricedetel for 1891) of Rs. 31. The well-known estimate, 
given by Lord Curzon in his budget speech in 1901, is Rs. 30; but 
I have no means of judging how far this figure requires correction 
on account of variation in the purchasing-power of money, and th^ 
same remark applies to the earlier estimates. 

Here I would like to suggest, as Mr. Naoroji did 40 years ago, 
how desirable it is that there should be published from time to time, 
with official authority, a reliable estimate of India’s per capita 
income. Such a figure, however, would only carry proper weight 
if full details were published of the methods by which it was arrived 
at; and amplification and improvement of much of the statistical 
material is a necessary preliminary to this 

A nation’s annual income is derived from two sources, viz, 
{a) capitalised wealth, in which we include land, buildings, 
railways, canals, industrial plant, etc.; and {h) labour, including 
labour combined in the work of production with land and capital, 
and labour that renders income independently of these like tlie 
services of the professional man and the domestic servant. With 
regard to the first source of income, however, we must remember 
that only a part is available for ordinary consumption or conversion 
into new forms of capitalised wealth; another part must be used to 
replace capitalised wealth used up in the course of production 
Otherwise, the nation will be living on its capital We must 
distinguish, accordingly, between gross and net income from this 
source. Again, we must be careful not to count income from this 
source twice over. For example, we must not include in our 
estimate of the national income the interest on railway debentures 
as well us the net earnings of the railway out of which this is paid 
Finally, so far as capitalised wealth in India is the result ot 
borrowing from England part, at least, of the income derived has to 
be paid to those from whom it was borrowed. Allowance must be 
made for this fact in estimating India’s net national income. 

• The total population of British India (excluding Burma), to 
which all the estimates contained in this article relate, was 233 ■ 
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millions in 19! 1. Of this total 194 milKons ot 7M pet ospt. 
returned as persons supported by ordinary cultivatkin, iiolwiiBg 
landlords tand their i^nts), cultivators, and agricultural labeuiers 
Of the actual workers included in this total aibowt 8 per cent, were 
returned as partially supported by some aon-agrionltural 
ment, this being equivalent to a total (induding both aetuid workers 
and dependants) of 13 millions. On the other band, the equivalent 
of 5 millions returned in other occupations were partially supported 
by agriculture. Assuming these statistics to represent the facts 
with tolerable accuracy, we should perhaps be justified in takii^ 
three-quarters of the first total to be wholly supported by 
agriculture, and one-quarter {viz , S-J millions) to be wholly 
supported by other occupations; and similarly one-quarter of the 
second total {viz , 1^^ millions) to be wholly dependent on agriculture. 
This involves a net reduction of 2 millions in the number supported 
by ordinary cultivation, making that total 162 millions or 
approximately 70 per cent of the total population. Applying the 
same principles to the census returns for 1891, so far as changes 
in classification allow, we have a corresponding total of 143 millions 
or 67 per cent of the total population at that date. This smaller 
proportion at the earlier date, pointing as it does to a substantial 
increase in the dependence of the Indian population <m agriculture 
since then, is a well-marked feature of the census returns. The 
explanation of the change is two-fold. The enormous expansion in 
trade, both inland and foreign, has proved fatal to muc^ indigeniNBS 
industry ; while, at the same time, it has made agricultwe, 
especially in bertain directions, more remunerative than ever before 
•The main agricultural products which (xrnie under the bead 
of “ ordinary cultivatimi,” to which the above statistics of 
population relate, are food-grains, oilseeds, sugar, cotton and 
jute. Unfortu]ia((ely, the oUcial estimates of outturn nawnaa ba 
said to be altogether reliable; and in permanently settied aieas, 
eepeobd^, wbMo no special agency exists lot ithe cofiecticn of 
statistics of oukivtttimf,' they are the result of l^le ibetter than 
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gwsfnmtk. S«noe, however, thejr form tilie only posaihle bans for 
any ecHM^vtotton «f India’s &ad<mal iaceme as a whole tiwy wirt 
be aeoqned for vhafover they are worth. In camfxiling the tables 
af^fModed to bis rejport on the Rise of Prices Mr. Datta applied such 
cnreeetioas to ^ figures as he found possible; and 1 have adopted 
b^bw the statistke of outturn as given by him. As soaie slight 
teat of the geneia^ reliability of my results for all India, I 
haveabstanaeted the figures for certain selected areas, the information 
for which is of a relatively authoritative and trustworthy character. 
In the table of estimated net outturn given below I have made the 
followingdeducti<ms for seed, viz., 5 per oent. in the case of rice and 
oilseeda 10 per cent in the case of wheat, and 2 per cent in the 
case of other food-grains. 


EsUmoidd Mt Outturn (ia libkhb (d iQauAd«) of :— 




1891. 


1911. 



... 1,76,50 


2,02,50 

Rico 

64,50 


78,00 


Wheat 

, 20,00 


21,00 


<Hber (includiug 





millets and pukes) 

91,00 


1,03,50 


OiLSE£l>S 

,, 

4,50 


5,80 

SUGAR (GUR) 


... 7,40 


6,80 

COTTON 


... 1,00 


1,40 

TOTE 


... 8,20 


8,60 

One observation 

that 

may be made 

on the 

above table, in 


passing, is that in spite of a greatly increased production of cotton, 
jute and oilseeds (balanced to a limited extent by a reduced 
production of sugar) the net outturn of food-grains per head of the 
total population rose from 328 to 349 seers per head. That this was 
not the result, as might perhaps be imagined, of the changes due 
to extended irrigation which have taken place in the Punjab and 
Bind during the period under review is evident from the foet that, 
while th* absolute net loturn was greater at both dates in thoae 
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provinces than in India generally, there was a ccanparatire 
ialling>off in the average yield per head, viz , from 861 to 368 seers. 

An estimate of the cash value of the above can, at the best, be 
but a rough approximation. To begin with, a very large proportion 
of the crops produced is retained by the cultivator for his own 
consumption, and does not come into the market at all. Any money 
value placed upon this portion is bound, accordingly, to be a 
somewhat artificial figure. If we adopt the same basis for our 
estimate of prices at each date, however, the figures may be accepted 
as a fairly reliable comparative statement of India’s agricultural 
wealth at 1891 and 1911, respectively. The prices I have taken are 
as follows. In the case of grain and oilseeds I have taken the 
predominant wholesale price, as recorded in Mr. Datta’s Report, for 
the most important growing districts. Where more than one 
quality of rice was quoted I have taken the price of common rice. 
I have taken an important millet like jowar as representative of 
" other ” food-grains, and linseed as representative of oil-seeds. 
Owing to the very wide range of prices given for 1911 in the case 
of linseed, I have substituted a 75 per cent, increase on that for 1891, 
this being the recorded percentage increase in the wholesale prices 
of oilseeds generally. In the case of taw cotton and jute I have 
taken the mean of the wholesale prices for different grades 
recorded for Bombay and Calcutta, respectively. 

The values (to the nearest four annas) thus obtained are as 
under;— 


. 

1891. 

1911. 


Rs. A. P. 

Re. A. p. 

RICE 

per maund 2 12 0 

3 8 0 

wheat ... 

... 2 8 0 

3 0 0 

JOWAIl ... 

... 1 12 0 

2 12 0 

LINSEED ... 

... 8 12 0 

6 8 0 

StrOAR (OUR) 

... i 4 0 

4 12 0 

OOTT*^ ... 

... 39 0 0 

34 0 0 

JUTE 

.4 ... 6 0 0 

9 12 0 
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Applying these prices to the figures for outturn, we have:— 


(/n lakhs of rupees) 




1891 , 


1911 , 

POOD-GRAINS 
Rice ^ 

Wheat 

Other 

.. 1,77,38 
.. 60,00 
.. 1,69,26 

... 3 . 86,63 

2 . 73,00 

63,00 

2 , 84,62 

6 , 20,62 

OILSEEDS 

... 16,88 

37,70 

SUGAR (GUR) 

... 

... 31,45 


32,30 

COTTON 

... 

... 19,00 


47,60 

JUTE ... 

Total 

... 10.20 

. . 4 , 73,16 


36,10 

7 , 73,32 


It now remains to allow for the cost of marketing, on the 
hypothesis that the whole of the produce is marketed. First, 
then, we have the cost of carriage. Forming a rough idea of this 
from the average cost of moving agricultural raw produce as shown 
by the railway returns, we may allow half an anna in the 
rupee under this head. Another half anna may be allowed for 
miscellaneous items in the cost of marketing. In the case of jute 
and cotton an extra anna in the rupee must be allowed for the cost 
of ginning and pressing, which are processes of a non-agricultural 
character. It may be held that a similar deduction ought to 
be made from the wholesale price of rice and sugar (gur) to cover 
the cost of preparing the rice from the paddy and the gur from the 
sugar-cane; but in these cases the processes involved belong, as a 
rule, to the ordinary rural economy, and the extra values created 
may be legitimately included in India’s agricultural income as such. 
Finally, we may perhaps allow, as a fair average, two annas in the 
rupee on account of wholesalers’ profits. The aggregates given 
above will, accordingly, be subject to a deduction of 3 annas in the 
rupee (or 18| per cent.) over all, and an additional anna in the case 
of cotton and jute. The resultant totals are 3,82,05 and 6,23,15 
lakhs, respectively. These figures, it must be clearly understood, 
are based not on village but on town prices. The latter form the sole 
.continuous record available; and it is not possible to devise means 
for converting them with any accuracy into village prices. All that 
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is neoessaiy, however, to dbviate the disorepMto^ is to hear in 
mind that the money in terms of which India’s agnetdtvnd {)itdaoe 
(whether consumed at home or sold in the market) is expressed is 
money taken at its purchasing-power in the towns of India and not 
the villages. 

The sums thus estimated as the income from agriculture 
in India include the payments made on account of land revenue, 
charges for irrigation, agricultural rent, wages of agricultural 
labow, returns on agricultural capital, besides the subsistence and 
profits of the cultivator. It remains to be considered to what extent 
provision must be made to replace capital used up in the processes 
of productiim. First of all, as regards plough and dreu^t cattia. 
Generally speaking, no i^iecial oronsion is necessary under this 
head, since the renewal of live-stock is provided for by natural 
increase. Next, as regards implements. The latest figures 
avaUaUe (adding an estimate for Bengal on the basis of population) 
give a total of 23 million ploughs and 6 million carts Allowing one 
rupee per annum per plough and five rupees per cart to cover the 
renewal and maintenance of all agricultural implements, a provision 
6f crores would be necessary under this head. Finally, as 
regards permanent improvements Permanent improvements in 
India are confined, mainly, to irrigation works; but these are of very 
cofisidentole impmlanoe. The working expenses on State irrigation 
amounted to about 21 crores, in the aggregate, in 1011. In 1801 
they amounted to about half this They include (1) establishment 
<^rges connected with revenue management; (2) establishment 
eharges connected with maintenance of works; (3) cost of repairs; 
and (d) miscellaneous changes. Taking half the expenditure undei 
the second head, and adding this to the cost of repairs, we find fnwa 
an analysis of the detailed figures fw the chief canal systems (for 
l&n) toat these two items—^which represent the cost of maintenance 
firoper-~amouBt to approximately M per cent, of the aggregate. 
Thas we may asmme l^t about crores was ^ston maintenanoe 
of public irrigation works in 1011. If we assume, farther, thwt 
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twice' this amoimt is spent on the maintenance of the vast number 
of scattered private works, we have a total of 3f crores to be provided 
fmr the renewal and maintenance of agricultural improvements. In 
all, then, the figures given above need to be corrected to the extent 


of 6 crores in 1911 and, let us say, 6 crores in 1891. 

Thus we have. 

finally:— 

No. of population 

Net contiihuUon to 

Average per 


tupporttd. 

national income^ 

head. 



Ha, 

Ra. 

1881 

... 143,000,000 

3,76,00,00,000 

26 

1911 

... 162,000,000 

6,14,00,00,000 

38 


An estimate on similar lines for the following selected area.s 
{viz., the United Provinces, the Central Provinces and Berar, the 
Punjab, the N.-W F. Province, and the Bombay Presidency) is as 


follows:— 

No, of population Net contribution to Average per 

supported^ national income, head, 

Rs. Rs, 

1891 ... 66,800,000 1,60,00,00,000 24 

1911 ... 72,100,000 2,88,00,00,000 40 


Confining ourselves to those areas for which the more reliable 
information is available, we thus get a greater percentage increase 
in average income than when we take the returns for India as a 
whole. It is probable, therefore, that the percentage increase, as 
shown by the latter, is, if anything, an understatement. It amounts 
to 46 per cent, (as compared with 66 per cent, in the case of 
the selected areas), The rise in prices during the same period, 
according to Mr. Datta’s estimate, was 36 per cent.; so that, on the 
whole, taking the figures for all India as they stand, the purchasing- 
power of the agricultural population may be said to have risen by 
10 per cent. It is, of course, an altogether different question how 
this increase may have been distributed among the different classes 
pf the population. The result at which we thus arrive is the more 
leassuring if we take into consideration the following facts. The 
area under cultivatimi for the crops dealt with increased (so far as 
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we can rely on the published figures) by only 12 per cent., whereas 
the estimated total number of persons supported increased by over 
13 per cent, during these 20 years. The new land brought under 
cultivation was naturally inferior, as a rule, in productive power 
to the old. India was passing, and is still passing, through a period 
of economic transition. 

One more point may be noted here. The land revenue, which 
amounted (excluding Burma) to 22 crores in 1891 and to 26^ crores 
in 1911, was 5-85 per cent, of the estimated net income from 
agriculture at the earlier and 4-3 per cent, at the later date. 

It may be objected that the estimate framed above of India’s 
agricultural income is not a comprehensive one; while, on the other 
hand, no deduction has been made for the cost of what may 
be called the raw material of the industry, viz., fodder for the 
plough and draught cattle and manure. The answer to the second 
objection is that the Indian agriculturist is nearly self-sufficing in 
both particulars; and as no estimate has been framed of the fodder 
value of his various crops or of the value of the manure obtained 
(mainly) from his cattle, no estimate need be made of their 
cost. With regard to the iirst objection, the aggregate income 
from “ ordinary cultivation ” has been designedly under-«stimated 
in view of the fact that, even when all possible allowances have been 
made, there undoubtedly remains a siibstantially larger proportion 
of the population to be accounted for under this head than 
that which the census returns reveal. For example, if we look at 
tie analysis of the occupations of the village population (90 per cent, 
of the whole)*in the Census Report for 1911 (p. 408), we find that 
besides 70 per cent, engaged in ordinary cultivation, 7 per cent, 
employed as artisans, and 4 per cent, as village servants and 
traders, there are 9 per cent, returned under miscellaneous heads 
(including general labourers, herdsmen, cartmen and palki bearers, 
oil-pressers, grain buskers and parchers, and village watchmen) 
many of whom must be, partially at least, supported by cultivation 
To under-estimate the aggregate income from agriculture is tiu? to 
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correct one error by another; and minor crops, like tobacco; fruit 
and vegetables; milk and ghee; hides of dead cattle; all add 
considerably in the aggregate to the income of the Indian 
agriculturist. 

There are no data available for estimating the income derived 
from the innumerable indigenous industries, in which roughly 
7 per cent, of the population is employed; but since the capital 
involved is trifling there is no reason to suppose that the 'per capita 
income of this class differs much, at least so far as the village 
population is concerned, from that of the agricultural classes. 
Very different, however, is the case with industries of the modern 
type in which large capitals are employed Here the per capita 
returns are naturally very much greater. Other things being equal 
the larger the capital employed, the larger will these returns be 
Unfortunately, the net return from such industries can only be 
estimated quite roughly. A good deal of statistical information 
exists, more especially in connection with the cotton and jute trades, 
but it is incomplete, besides proving on analysis to be not altogether 
reliable. What is wanted is a census of production, taken at 
intervals of 3 or 5 years, applying to all industrial concerns 
employing a daily average of 50 persons or more, showing both the 
gross value of the total output and the total cost of the materials 
used. Without this it is impossible to obtain any true idea of 
India’s industrial progress in the modern sense, or of the net 
addition to the national income which results from industrial 
development. 

Making use, however, of such materials as are available 1 
propose to take up in turn the railways, the cotton and jute 
industries, and coal mining. 

The service rendered by railways in the conveyance of 
passengers, and the contribution thereby made to the national 
income are too obvious to require explanation In the case of goods 
jlie service rendered by railways consists of bringing commodities 
from the places at which they are produced (or imported from 
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abroad) to the places where they are wanted for consumption Of 
export. The additional value thus given to the goods, represented 
by the freight, is included in their value if estimated at the point of 
fiiml oonstunption or export; but in the estimates framed above of 
the value of agricultural raw produce I have taken, so far as possible, 
the original selling value, which is exclusive of freight. Hence the 
additional value given to the raw produce by the railways must be 
accounted for separately, and constitutes an independent and 
important contribution to the national income. 

The gross earnings of Indian railways were 24 crores in 1891 
and 65{ crores in 1911. Correcting these totals on the basis of 
mileage, we have for British India (excluding the Native States 
and Burma) 17 and 39 crores, respectively. The corresponding 
totals for working expenses were 8 and 20 To arrive at an idea of 
the total net return from the labour and the capital combined we 
must deduct fiom the gross earnings only so much of the working 
expenses, however, as represent the cost of maintenance of perma¬ 
nent way, bridges, buildings, locomotives, and rolling stock, and 
the cost of fuel, etc. Analysing the details of working expenses 
as given in the Administration Report on the Indian Railways, it 
is seen that approximately three-quarters of the sum entered under 
“ locomotive expenses ” may be allotted to cost of fuel, etc., and to 
maintenance and renewal of locomotives and machinery. To this 
must be added the sums entered under “ maintenance of way, worlm 
and stations” and under “carriage and wagon expenses.” 
Together, these three items amounted to about 64 per cent, of the 
total working expenses in 1891 and about 60 per cent, in 1911. We 
have imoordingly to deduct from the gross earnings 5 crores and 12 
crores, respectively, leaving us with total net earnings from labour 
and capital cmnbined of 12 crores for 1891 and 27 crores for 1911. 
The number of permanent employees, after correcting the figures in 
order to exclude the Native States and Burma, was 187,000 in 1891 
and 394,000 in 1911; and from the census returns it appears that 
tjbese totals should be multiplied two-and-one-third times to give the 
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total number of persons supported, including actual workers and 
d^>endants. Thus, finally, we have as follows;— 


No. of population Net contribution to Average pet 

eupported national income, head. 

*■ Rs. Rb. 

1881 ... 486,000 12,00,00,000 276 

1811 ... 818,000 27,00,00,000 284 


The total number of workpeople employed in cotton and jute 
mills in 1911 was 430,000; or, allowing for dependants on the basis 
of the census returns, the total number supported was 688,000. 
The capital involved amounted, approximately, to 32 croree. The 
corresponding totals for 1891 were 277,000 (persons supported) and 
16 crores (capital). Failing materials for a more satisfactory 
estimate of the net income from these sources, I propose to frame 
one as follows. Census of production returns for various countries 
show that the net output of textile mills bears the same proportion 
to the capital employed as does 1 to between 2 and 3. There is 
reason to believe that the return both from cotton and jute mills in 
India was greater in the earlier than in the later years of the period 
under review; but employing the proportion of 1 to 2-6 in each case, 
we have as the value of the estimated net output of these mills in 
1891, 6 crores, and in 1911, 13 crores. Allowing 8 per cent, 
depreciation on two-thirds of the capital (which represents, 
approximately, the value of the buildings and plant), these totals 
have still to be corrected, however, to the extent of 80 lakhs and IJ 
crores, respectively, to allow for renewal and maintenance. Thus 
we have, ^ally:— 



No, of population 

Net contribution to 

Average per 


oupported. 

national income. 




Rs. 

. Rs. 

1881 

... 277,000 

5,20.00;000 

188 

1911 

... 688,000 

11,25,00,000 

163 


, Coming now to coal mines, the total number of workpeople 
employed in 1911 was 116,000; or, allowing for dependants, the 
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total number of persons supported was 186,000. The correspondini; 
total in 1891 was 66,000. The value of the gross output at the 
mines’ mouth was 79 lakhs and 3f crores, respectively. From this 
must be deducted the cost of the materials used (coal, explosives, 
timber) besides the cost of maintaining the plant. As regards the 
former, in England this amounts to between 13 and 14 per cent, of 
the value of the gross output; putting it for India at 10 per cent, 
we have to deduct 8 lakhs on this account in 1891 and 37^ lakhs in 
1911. The capital employed may be estimated at one crore at the 
earlier and 6 crores at the later date; and allowing for 8 per cent 
depreciation (on Iwo-thirds) this gives as cost of maintenance 
6 lakhs and 32 lakhs, respectively. Thus we have as the estimated 
net return from coal mines in 1891, 66 lakhs, and in 1911, 3 crores 
and 5 lakhs, including rents and royalties, returns on the capital 
invested, and wages of labour. To this should properly be added 
the net value of the by-products of coke-plants at the collieries; 
but this is an unimportant amount. We have, therefore:— 


Niu of population 
supported 


Net contribution to 
national income^ 


Average per 
head. 


1891 ... 56,000 

1911 ... 186,000 


Rs. 

Ks. 

66,00,000 

118 

3,05,000 

164 


Last, we come to the income tax returns. The Income Tax Act 
of 1886 provided for the taxation of non-agricultural income under 
four beads, viz. ■ (1) salaries and pensions; (2) profits of companies; 
(3) interest on securities; (4) income from other sources. For the 
reasoDs mentioned at the beginning of this article it would be wrong 
to include income assessed under the third head; and we may 
omit income assessed under the second head since this has already 
been included, partially at least, in the estimates of the returns from 
industrial concerns given above. We are thus left with the income 
of salaried employees in Government and private employment under 
the first head; and the income of merchants and dealers, private 
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bankers and money-lenders (alone responsib’e for one-third under 
this head), house-owners, pleaders and other professional men under 
the fourth head. About half the income under the first head consists 
of salaries paid by private firms (including railway companies), so 
that there is bound to be some duplication here also with the returns 
given above. For our present purpose, however, this is of small 
importance. 

The Income Tax Act was amended in 1903 so as to exempt 
incomes below Rs. 1,000 a year; and the returns for 1891 have 
accordingly been corrected to exclude incomes below this limit so as 
to make them comparable with those for 1911 ('orrection of the 
figures for India generally has also been necessary to exclude 
Burma, the exact particulars not being obtainable The figures 
thus corrected are as follows:— 

No. of Amttm. Amount of tat collecM. 

Bs. 

1890-91 ... 146,000 1,08,00,000 

1910-11 ... 249,000 1,78,00.000 

Now roughly four-fifths of the assessable income throughout 
the period paid at the rate of 5 pies in the rupee, the remainder 
(incomes below Rs. 2,000 a year) paying at the rate of 4 pies. The 
mean rate of assessment was accordingly 25 per cent, giving as the 
total of assessable income 41 crores in 1891 and 71 crores in 1911. 
These sums represent the contribution to the national income 
(though in many cases doubtless understated) of the classes 
enumerated above So far as light is obtainable on the point from 
the census returns it would appear that the number of assessees 
must be multiplied four times, at least, to give the total number of 


persons supported by incomes 

subject to the tax. 

Thus we have, 

finally;— 

No, of population 

Net contribution to 

Average pi^ 


tupported. 

national tneome. 

head. 

• 


Bs. 

Rs. 

1891 

... 680,000 

41,00,00,000 

707 

19U 

... 996,000 

71,00,00,000 

713 
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It will be seen from the above that the numb^ in what may ba 
called in the wider sense the professional classes, enjoying an 
average inocnne per head of rather more than Bs. 700 a year, 
increased by over 70 per cent, during the period under review as 
compared with an increase of less than 9 per cent, in the population 
generally. This is highly satisfactory, so far as it goes. The increase 
which has been steady and continuous throughout the period, is 
equivalent to a net addition of over 5,000 on the average, each year, 
to the number of inocsne tax assessees. Becently, however, the 
growth of the educated class, measured by the number of those 
obtaining University degrees, has tended to overtake this rate of 
increase, a state of things which gives rise to somewhat grave 
misgivings. 

The figures which I have given for the railways and for 
industries of the modem type like the cotton and jute trades 
illustrate at once the remarkable growth in this field of employment 
and the relatively insignifiaut place it still occupies in India's 
national economy. The latter fact will become clearer if we now 
attempt to combine the various results obtained above. This I 
propose to do as follows. The total population we are dealing with 
(1911) is 232 millions. Thus the actual numbers returned as 
belonging to the professional (income tax) paying class and those 
belonging to the class of railway employees represent, approximately, 
4 per 1,000 of the total population in each case. Bearing in mind 
the large numbers employed in railway workshops (exclusive of 
permanent employees of the railways) and the smaller numbers 
employed in woollen and paper mills and other industrial establish¬ 
ments, we may perhaps place another 4 per mille under the head of 
industries (of the modem type), and apply to this number the per 
eapita income obtained for cotton and jute mills. Similarly, we 
may place one per mille under the head of mining, and apply the 
per eapita income obtained for coal mines. This leaves us with a 
total of no less than 967 per mile, to which, in the absence of other, 
data, we can only apply the estimate of per eapita income from 
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agriculture, which after all dominates the economic life of India. 
Proceeding in this way, we have:— 


Sowce of imomt* 

Number mppot ted 
per IfiOO of population. 

Pei capita 
income. 

Rs. 

ProfesBiotiK 

4 

71J1 

Railways 

1 

294 

Industries 

4 

J68 

Mining 

1 

164 

Agrioultui*e and Miscellaneous 

D87 

38 


TdUl 1,000 

Calculated in this way India’s aggregate national income from 
her labour, her natural resources, and her capitalised wealth in 1911 
was, in round numbers, 980 crores of rupees ; yielding an average 
per head of something over Rs. 42 A computation on similar lines 
for 1891 yields an average per head of Rs. 28 

Last of all, we may put at an outside estimate of 20 crores (for 
1911) the sums paid out of this income to English investors an<l 
others on account of interest charges on Government railways and 
canals (13 crores), interest on capital privately invested, earnings of 
British shipping, etc, thus reducing the aggregate by 2 per cent 
and the income per head by As. 13 to 14. 


E. A. HORNE. 



CURRENT TOPICS. 

THE BENGAL ECONOMIC ASSOCIATION. 

When this Association was inaugurated in February 1916 the 
hope was expressed that it might promote the Economic welfare of 
the Province by furthering the scientific study of the many 
Economic problems upon the solution of which such welfare greatly 
depends. 

In particular the Association set before itself three definite 
aims—namely, the publication of a journal which should serve as 
the medium for circulating the studios and researches of Economists 
bearing upon Indian and specially upon Bengal Economic 
problems; the organization of periodical conferences for the 
discussion of questions of current interest and affording an 
opportunity for scientific intercourse similar to that which is 
enjoyed in Great Britain by the Economic Section of the British 
Association; and the gradual building up of an Economic Library 
as an efficient aid to the Economist in Ins researches. 

Clearly the attainment of the first two objects, while calling 
for the expenditure of a good deal of labour, is not dependent on 
the enjoyment by the Association of any very considerable funds. 
To found and maintain a scientific library is, however, a costly 
matter. 

After rather more than a year of existence it is possible to 
estimate the • chances of successfully achieving the objects with 
which the Association was started. 

The completion of the first volume of the Bengal Economic 
Journal affords an opportunity which the Editors are very anxious 
to take of expressing their sincere gratitude to those authors who 
have contributed to its pages and have already achieved for the 
journal a position in the Economic literature of India. 

As the funds of the Association grow it is hoped to be able to 
offer a remuneration to contributors, but at present that is not 
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possible and reliance must be placed upon the goodwill and 
scientific interest of tconomists to ensure the regular appearance 
of the journal. 

The circulation of the journal is steadily increasing. There 
are already "a number of regular subscribers in England and 
America as well as in the different Provinces of India. It is, how¬ 
ever, not an entirely satisfactory state of things that the circulation 
is growing faster in other Provinces than in Bengal. 

The primary purpose of the journal is to afford Economists ol 
this Province, a medium for the iJiiblication of original studies 
bearing upon Economic problems. Although there are more than 
thirty professors of Economics attached to tlie various Colleges 
affiliated to the ('a^cutta University, few of them have taken 
advantage of the opportunity to publish original work in the pages 
of the journal. The Editors would take this opportunity of 
emphasizing the fact that, while the journal has already met with 
considerable support such as to prove the need for its existence, its 
continuance, not to speak of its efficiency, depends upion the 
enthusiasm of the Economists of Bengal and their desire ard ability 
to increase the knowledge of their subject. 

It is with regret that the Editors have to admit that the 
appearance of the journal has been delayed. It is hoped that by 
the gradual extension of the number of contributors such delay may, 
in future, be avoided. 

With the present issue a change is made in the dates of 
publication in order to secure that each volume .'•hall be completeil 
within a single calendar year. In future the journal will be issued 
in January, April and September. It has been thought well, 
however, not to delay the appearance of the present number, which 
will form that for January, 1918, but will be published somewhat 
in advance. • 

This arrangement will enable the announcement to be made to 
tl^p members of the Association that an Economic Conference will 
be held in Calcutta on 3rd and 4th January 1918. 
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It is hoped that this Conference may be the first of a series of 
annual meetings. 

A number of prominent Economists from different parts of 
India have undertaken to be present and to read papers for 
discussion. The topics chosen for consideration are “ The Economic 
Development of India ” and “ Recent Problems of Currency and 
Exchange.” A detailed programme of the arrangements will be 
shortly sent to members of the Association- It is hoped that members 
will do their best to be present and to make the Conference a 
success. 

The third object which the Association has set before itself has 
not been lost sight of, but its achievement depends upon the 
acquisition of larger funds which are only likely to be forthcoming 
as the Association becomes more widely known and as the scientific 
study of Economic questions grows. The need for such a library of 
research is already keenly felt by a few and no better service could 
be rendered to the subject of Economics in India than by the 
endowment of an institution which would so greatly help to the 
development of its study. 
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“LAW AND PRINCIPLES OF CO-OPERATION IN IND1A.“--By 

n. E. Calvert, I.C.S. (Thacker Spink and Co.), pp. 162. Price, Rs. 4. 

Bengal has recently seen Professor Mukherji^s book on Co-operation 
appear. From the United Provinces has come Mr. Crosthwaite^s book. 
And now Lahore supplies its contribution to recent co-operativo literature 
in Mr. Calvert’s commentary on the Co-operative Societies* Act. This 
fonns a very fitting* supplement to Professor Mukherji’s work. The 
Professor’s work is a much wider undertaking of course, but as a 
commentary on the Act Mr. C’alvert’s book goes into greater detail. 

It has an exccdlent introduction, a very lucid exposition of the 
principles of co-opeiatiou. The style is clear and tree. Sometimes terse 
expressions of co-operative truths make one pause to think how the 
circumstances of this country have forced us into a mere api)roximation to 
co-operative principles. Take an exprer.sioii like this “Sloppy finance is 
intolerable,” and think how often “ slopy fijiance ” greets us in our 
societies. Or again, ye directors and jireference shareholders, what think 
ye of this:—“Co-operation .... does not recognize a separate capitalist 
class at all P ” Naturally ;\oii ask “Then where do we cojrie in?” Fear not 
however, dust think ot every other British institution and you will find 
that they are all just good working hanJohasts and that is where you 
come in. Here is another of Mr. (^alvert’s aphorisms, translated perhaps 
from some Italian. “It is inconceivable that a properly managed 
co-operative bank can go wrong.” Now, ye committees, why do your 
societies go wrong? Keeji your hearts up, however, and live and learn. 
And now, ye hesitating deiiositors liark. “The cre<litor's real security 
consists in ... . the ability and desire of the members to put the borrowed 
money to productive uses.” Your Bengali raiyat, bad and all as his methods 
are, has the ability, and, poor as his prh es iiow-a-days are, even the desire 
to use his loan to turn out jute. Therefore hesitate no longer. There is 
much indeed for all to ponder over in this introduction. Written by an 
official perhaps it is useful not least to officials. 

Perhaps the fault of the book is that the (jommentaries on the sections 
are at times too full, and tliat the author at times goes too far afield for his 
illustrations and analogies. Better this, however, than the opposite fault. 
The object of the book is to explain the Act in the light of the large mass 
t)f material, the consideration of whicli mass resulted in the Act itself. It 
will be readily admitted that the object hae been attained. 
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Tile main ai)peiidix is merely au extract from the Friendly Societies^ Act 
oi 189G cuiiNisting of the penal clauHee of that Act. It is almost certain 
that some such clauses will of necessity be added to the Co-operative Act 
and a perusal of this appendix placed in juxtaposition to the Act 
may suggest to some to think out the kind of clauses necessary to round ol^ 
the Co-operative Act. 

The volume is very neatly got up, in u veiy handy form. It will well 
lepay study. One feels much wiser about co-operative facts after a study 
ol this concentrated experience of many men during many years and one 
cannot but strongly recommend it to every co-operator in India who can 
read English. 


“THE BOMBAY CO-OPEKATIVE OUARTERLY.'^—Price, 8 annas. 

Pages 48. 

A valuable addition lo the periodical literature dealing with Indian 
co-operation has been made with the commencement of the Bombay 
Co-operative Quarterly. It is pitblished under the auspices of the Bombay 
Co-operative Libraiy and the first number (jontahis several interesting 
articles of which, perhaps, Mr. Ewbank’s discussion of the rate of 
co-operative progress in different parts of India will appeal most to Bengal 
readers. Mr. Ewbank shows that if is not easy to find a satisfactory test 
by which the progress of co operation may be judged. The order of the 
Provinces varies according as the total nuniher of societies, the number of 
societies (‘ompured with population, the average membership per Society, 
the average working capital per Society, and the working capital per 
member. Any of those criteiia may be taken as the test of success. Bengal 
occupies, on the whole, a middle position between the moot advanced and the 
least progressive J^rovinces, co-operatively speaking. Again, Mr. Ewbank 
points out how very different is the need for co-operation in different parts of 
India if its in imary purpose is to ]»rovide cheap credit to the cultivator. While 
in Burma, Bengal, and parts of the Deccan, the normal rate of interest for 
the cultivator wh^n dealing with the ordinary money-lender is not less than 
24 per cent, in northern Gujerat, the Eonkan, and parts of Madras respect¬ 
able ciiltiyators can borrow at as low a rate as 6 per cent, in the open 
market. The very reasons that explain the great need for co-operation in 
Bengal ac'count also for the dif!i<uiUies encountered in extending its use. 
It is, therefore, satisfactory to find that Bengal at least occupies a very fair 
position in the order of progress attained by the different Provinces judged 
by the various tests that Mr. Ewbank applies. 


0. J. H. 
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THE POPULATION PROBLEM IN INDIA.— By P. K. Wkttkl, M.A. 

(Bennett, Coleman and Co., Bombay.) 

Mb* Wattal's book is to be welcomed as a first sketcli of a very difficult and 
vast subject. Basing himself on the figures of the last two censuses the 
author has given us an excellent summary of the results arrived at about the 
various elements of the iwpulation problem in India. On topics like the 
possibilities of emigration, tlie pressure of population on the means of 
subsistence and the scarcity of labour iu India, he assumes a critical attitude. 
Such literary efforts as Mr. Wattal’s deserve encourageme^it as they awake 
popular interest, arouse intelligent discuission and draw attention to the vast 
stores of knowledge which lie hidden in our official reports. 

The book begins by examining the small natural increase of the 
population of India in s])ite of a high birthiate. It then discusses the relatively 
smaller fecundity and the large infantile mortalit.x. The author is on more 
debateable ground when he talks of the decline in the vitality of the Indian 
population. Our census methods have been improving and evolving rapidly 
and, on that account, the value of our successive censuses is verj* unequal for 
comparative purposes. Something, of course, may be due to ihe fact that 
after thousands of years of a stationary economy, India is called on to adapt 
itself to new and dynamic economic conditions. Ono can agree with the 
author that, in general, later marriages would be a remedy for most of the 
evils discussed by him. But, even assuming that the vitality of Indians is 
declining so rapidly, the system of earl> marriages cannot entirely account 
for it since they have been always prevalent in India. If early marriages 
had been a cause so rapidly sapping Indian vitality in a generation where 
would India have been aftei so many <enturies of the system? Th(* author 
notices, and is not quite averse to "^the woiking of the Malthusian MicTohe in 
this country.’’ He might have supported himself by the authority of Pierson 
and some other economists. 

A very good account is given, on the lines of the (\‘nsus Reports, of the 
streams of migration within India and of the causes of such migrations. 
What should have been emphasized is the great fact that the standards of 
living and comfort have been rising in differenl provinces at very different 
rates and that, what may be called the old resultant equilibrium of such 
standards for India has been disturbed. This is the central fact which not 
only explains many features of the migrations but which is also the key 
to the problem of local paucity of labour. As Sir B. Robertson has just been 
Celling ua, in Berar not a single Berari is found to be working on the Akola 
water-works; the reason being the relative rise of the standard of comfort ip 

Bow, 
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Professor Foxwell is fond of telling his classes that it is impossible tor 
uiiy one to enter tlje field r»t monetary controversy and yet keep oommand of 
}iis templer—a dictum to which its own author, however, forms a conspicuous 
exception. Similarly it might be observed that no one ran write on the 
subject of population without getting an attack of nerves. Since the days of 
Malthus writers on population have never ceased to take a pessimistic view 
of the sit nation. The curreni has iiof been tunmd l)> Professor Nioholson^s 
brilliant criticism of Mill. Treating of the topic of the pressure of population 
on the means of subsistence, Mr. Wattal expresses the fear that India is being 
over-populated. We cannoi see adequate grounds foi these fears, especially 
in view of Ihe authm’s staiemeni about tlie lou natural r t*^ of increase in 
India and the working of the ** Malthusian Microbe.’’ He admits, further, 
that given pro])er conditions there is considerable scope for Indian colonisation 
in Assam and Rurma. As to the piosjiects of relief from irrigation, he might 
have noted that since the days of the Irrigation (’’ommission of 1901-08, the 
prospects of the extension of inigation have been found to be greater even 
than those contemplated by that Commission. Finally, wlien Mr. Wattal 
comes to study the relative growth of population and cultivation, he 
ingenuously admits that ‘‘there is no unanimity of opinion on tl is point.” 
He might, however, have gone further and noted the promising feature that 
the areas under food-crops and non-food-croi)s are increasing simultaneously, 
lynd that our agricuiltural exiiorts form a valuable reserve for feeding the 
]>opulation during seasons of unfavourable rains. Here, Mr. Wattal would 
have done well to study statistically the operation of the laws of Diminishing 
Returns and Increasing Retuims in India—an omission to be rectified. 

As the suggestion that India is over-populated is met in many quarters 
by ihe allegation of paucity of labour in India, Mr. Wattal tries to account 
for the latter by the >fiew that the seeming paucity of labour is due to the 
inadequacy of wages. We cannot quite agree with the author in this way 
interpreting the ])henomenon. It may be admitted that the elasticity of 
demand for labour in India is not anything so great as the elasticity in the 
Western countries. Yet, it cannot be denied that, with growing prosperity 
and larger imports of capital, the elasticity has increased and is increasing. 
It is, of course, true, as the author alleges that wages lag behind prices during 
periods of rising prices. But, in the long run, the adjustment in l>ound to 
come. What looks like paucity of labour may be due to the local higher 
standard of living; or, it may be due to tlie greater conservation and 
immobility of lalmur and to the greater relative growth of demand than of the 
supply of labour. The sug^stion of the Census Report of 1901 as to tha need 
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of labour bureyit^a iu not «o easily disposed ot as Mr. Wattal seems to tliiuk. 
If, in tbe much <|wUer countries of Eui'ope a v^Hi network of labpur bureaus 
is wanted to adjust supply to demand, a siinilai scheme is much more needed 
in our giant country which is, moreover, underffoing the throes of industrial 
revolution on^a scale unknown before. This does not mean tliat we do not 
agree with the author’s view as to the duties of employers who might 
enoourage the flow of labour to their factories bv pmper arrangements as to 
housing of labourers and other ways of improving the condi1u>ns of their 
hands. The Bombay Cotton Magnates, to take only one instance, are onlv 
just beginning to awake to a sense of their duties in this mattei 

It might be suggested that in the next edition of his hook, Mr. Wattal 
might divide his work into pai’ticubir studies of the population problem 
in different piovinces, and having done that, should proceed in the final chapf er, 
to draw the final generalisations. If he (*hooses to adopt this i)ror*edure, he 
will easily avoid many fallacies of averages which may arise if one tries to 
generalise at once on such a vast and heterogeneous entity as India. The 
arrangement by locality will also enable him to make a more intensive study 
cf his subject. 

One cannot take leave of Mr. Wattul’s hook \Mtliout expressing one’s 
appreciation of its merits—its lucidity of exposition, the conscientious work 
implied in it, and the attractive style of presenting the subject. It is to b^ 
hoped that this first sketch will be ultimately developed by ihe addition of 
more intensive studies as well as of deeper statistical and economic analysis. 

T. C. COYATEE. 

“THE MADHAS PKEKIDKNCT.”—K. TurnsTov, C.I.E. ((Abridge 
Press; pp. 293). 

"^BENG.AL, BIHAR AND ORISSA ’’—By J.. S. S. 0»M\T.T.rY fCambridge 
Press: pp. 317). 

“THE PANJAB, NORTH-WEST FRONTIER, AND KASHMIR.”-~By 
Sju James Douie, E.C S.I. (Cambridge Press: pp. 373). 

These tJbree vclunms belong to the Pravincial Geographies of India series, 
edited by Sii T. H Holland. Each of the volumes is on virtually the same 
plan and c>ontain8 chapteis on many topics other tlian geographical; such 
ne Adinlnistration, History, Religions, Agriculture^ Industries, •0)inn»erce, 
etc. The series is intended, apparently, id provide a liandbook of 
information for each Piovince of India that shiU be generally descriptive 
of the country, its peoples, and the manners mid oondiriens of their lives. 

Ooverhig within a «waH number of pages such a wide range of subjects 
it i« incsitable that the information under any given head should he 
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enmiewhiii meagre; in many cases so meagre as to be of little use. The 
Tolumei> are indeed of the nature of elementary popular Gazetteers and not 
entirely free from the common quality of Gazetteers: that of presenting a 
somewhat uniliuminating catalogue of mere facts. At the same time they 
may be of considerable value in the hands of teachers who can use them as 
a starting point from which to develop a fuller knowledge of the geographical, 
social an4l ecimoui'c conditions of the country. The need of satisfactory 
text hooks for the use of Indian college students in these subjects 
is keenly felt and the present series represents an advance on anything 
hitherto available. From this point of view the excellent maps and 
illustrations with which these volumes are provided will add greatly to 
their usefulness. 

C. J. HAMILTON. 

THE MECHANISM OF EXCHANGE.— By John A. Todd (Oxford 

University Press: pp. 256. 1917). 

Mil. Todd as an ei-.onoiuist is graleful to tlie war for having justified the 
Science which he professes to the world. The war has awakened a new 
and living interest in economic questions. It has served to confirm the 
theories of the Schools and to prove the importan(‘e of those theories in the 
conduct of the affairs of business and of State. But, furtJier, it has brought 
into c,\iHtence new conditions and new problems affording a body of fresh 
material for economic analysis. This is true of almost the whole range 
of economic affairs but of the dfpai-tnient of Exchange in perhaps u special 
degree. Mr. Todd’s puqwse in the present book is to expound tlie theory 
of the Mechanism of Excliangc with special reference to our experiences 
since the outbreak of war. It may be said at once that Mr. Todd’s book 
forms a welcome addition to our text books on Money and the Mechanism of 
Exchange. He puts the general theory of the subject simply and clearjy 
and illustrates at length in a way that makes his book interesting to read. 

The scope of the book, so far as it is descriptive, is definitely limited 
to the English Banking and Monetary system. This is presumably the 
reason why the author has avoided any reference to one of the most 
interesting of our developments in the sphere of Exchange, namely, the 
Gold Exchange standard. But, perhaps, the most noticeable feature of the 
bcok in view of the expressed purpose of the author to write with special 
reference to war problems is the comparatively small extent to which these 
new topics are really discussed. Thus, for example, although Mr. Todd 
includes a chapter on Markets he has not discussed the general interference 
with market functions and the numerous attempts to control prices by 
authcrify which have boeii so noticeable a feature of our war econoi^ios. 
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Again, it was eammonly alleged by many economists beiore the war that 
the break*<lown of credit consequent upon wide-spread hostilities would be- 
of so general and irreparable a character that this failure of credit would 
render prolonged war impossible. One of the results of the war has been 
to prove the comparative ease with which the first great aho<*k to credit 
was withstood, and the mechanism of international and inteinal exc'hange 
repaired and rertored to something like efficient functioning. Mr. Todd 
gives an account of the collapse of the London Money Market in August 
of 1914 and of the measures which followed, but he does not examine the 
principles underlying these measures or consider their bearing on the^ 
general theories of Monetary Science. These points are merely mentioned 
in onler to show ihat the book under review is scarcely a complete exposition 
of Monetary theory as affected by war experience. However, Mr. Todd has 
written a book that is both interesting and useful for the purpose of the 
student of i.coQOinics which might vcr\ well be recommended as a general 
introduction to Ihe subject. A series of statistical tables in the appendix 
will be fouua of <*unsiderable value as u means of reference to u number of 
important facds bearing on the vaiioiu problems of Exchange. 

C. J. HAMILTON. 

REPOllT ON INDO-RUSSIAN TRADE.—By D. T. OiunwicK Am> 

G. W. Black. Simla, 1917. 

The present report is the outcome ot a visit paid by Messrs. Chadwick and 
Black to Russia in 1916 for the purpose of investigating the extent of Indo- 
Russiau trade and the best means foi developing it. 

The dominant idea of the report is the leading part played by Gennany 
in the control of Russian trade. India is the source of a considerable 
number of commodities which aic apparently increasingly demanded in 
Russia, but a great part of this trade passes through the hands of German 
middlemen, or rather did so pass before the war, who thus derive consider¬ 
able profit from a Commerce which might, with advantage both to Russia 
and to India, be carried on direct. 

The authors of the report have written an interesting (‘hapter explaining 
the great influence which Germany has in Russian Commerce. In part 
the reasons for this pre-eminence on the part of Germany are peculiar to 
her position in Russia, but, in part, they ^re found to consist in the 
application of business habits and methods which are followed in all the 
centres of German foreign trade. 

The advantage which Germany gets in her trade with Russia from the 
fact of her close geographical propinquity and the largely Germanised 
character of parts ot Russia are advantages that are likely to continue with 
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little modification m the roealt of the war, Th^y are aitn^dion 
which other countries can seancely hope tp oToropi^,» But the b primw i f 
habits and methods adopted by Oeimansr in her trade with Russia arp the 
same as those which she follows in her trade with China, Japan and India* 
and are capable of imitation by her trade rivals if they are deserving of it^ 
These methods and habits to which Messrs. Chadwick and Blach draw 
attention are in no way new. Attention has been called to them again and 
again. But that does not detract from their efficacy, and whether it be in 
Russia or in the markets of India, China, or Japan, the Germans will 
continue to develop their foreign trade in the successful competition with 
her livals wherevei she starts in the race upon something like equal terms. 

Messrs, (iiadwick and Black emphasize a number of characteristi<* 
features of German trade methods. Prominent among these is the readiness 
of the German merchant to grant long (redit. Again there is the readiness of 
Oerman travellers and agents to study the special needs of the foreign 
market. The high degree oi integration in German Commerce is also 
noted. Shipping companies, forwarding agents, banks and consular 
ser«dces all co-operate as paits of an organised whole. But it appears to 
ns that all these particular instances are merely the results of one general 
(luality in which the German, hioadly speaking, may he contrasted with 
the Briton. That quality is a readiness to work hard. No one who has 
conversed widely with representatives of British Commerce abroad would 
maintain either that the German businessman is abler, or gifted with more 
^ngiutiating qualities, or, in any wav, capable of achievements of which 
the Englishman is incapable. But there is no question that the Gierman 
frequently succeeds in developing his foreign Commerce at a greater rate 
than the Englishman because he is willing to work 10 hours a day instead 
6 . 

The readiness to grant long ciedit can really be resolved into a readiness 
to take the trouble to discriminate between the conditions where long credit 
can be given profitably and where it cannot. The careful study of the needs 
<if the consumer is largely a question of a readiness to learn the language 
of the consumer and to become familiar with his ways and wants. If one 
were asked to indicate the chief difference between the German businese- 
man^^and the English businessman at the outposts and frontiers of 
fkmihlexce, the answer would certainly be that while the Englishman aii^s 
primarily at bringing his own life, his own pleasures and sports, and so forth 
into Ids oew surroundings end expects to devote aB his eurptus energies to 
them, the German to a much larger extent has no interests onti4^e his 
business apd he is ready in the development of these interests to li?e ,|nuch 
more cloilily in tou<1i with the people of the country in which he fs living; 

a J. lAlOLTONJ 
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THr APPiREOiATION OP SILVER. 

' (P^f 0 f read at the Beitgal Economic Conference ) 

It is remarkable that India has witnessed the phenomenon of 
an aj^reciating currency no less than thrice within about a quarter 
of a cenftury This country has, therefore, had some experience in 
the past of the effects of the appreciation of silver whidh might 
prove useful for a comparative study. We might also derive 
inatraotiom from the appreciation of silver coins in the Philippine 
ISkade and in the Straits Settlements during the period of the 
upward movement of the price of silver from 1905 to 1907. It is- 
here proposed to keep distinct and to study separately (1) the effects 
of the appreciation of silver on the position occupied by India in 
intematianal trade and (2) on the Indian producer (3) We might 
also glance at the effects of the appreciation on the debtor-^creditev 
ndationa Some confusion has bmn caused in recent controversial 
Irtorature by mhcing up these several issues, or aspects of the 
(piestion. (4) We shall conclude by cmisidering some lessons taught 
thepresdnfe exchange difficulty which might be useful for future 
gukinnoei 

Our first expedenee of spob appreciation was in the year 180O> 
Skim I was in progiassiye apprectathm from May to September in 
that year the eatent of appreciatimi covered the internal 
ll/lfito U, 8|«;, Those tyliw wtot to study M 
shottUl* kioki up Sir D. Bbthouif’u.I'iiiancia} Etatent^ lor 
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1801-92 and a memorandtyDai»inpiled4y Mr. J. £. O^C<aior. Ooly 
the main results can be summarised here. ' The Finance Minister 
obserred that “ the rise in the average rate of exchange largti^ 
reduced the expenditure of the Government of India, and out of a 
total surplus of Rx. 2,787,100 about Rx. 1,726,500 is due to this 
cause altme.” It can be seen from this that Mr. Wel^ and those 
who are to^day putting forward theories as to possible Gove'mment 
saving through the present appreciation of silver are to a ccmsider- 
able extent justified. Tile second point made by Sir D. Barbour 
was tiiat the appreciation of silver did not cause a high 
rate of discount and was not accompanied by a great 
Scarcity of silver in the centres of trade. Another matter which 
the Finance Minister noticed was that there was a certain 
fall in prices which was mostly to be found in the case of 
wholesale prices, but was not, of course, uniform. Of this 
conclusion we shall make some use later. The last point noted by 
Sir D. Barbour was that the appreciation of silver caused a trade 
depression. While admitting the fact of the depressimi Sir D. 
Ba bour made some pronouncements on the subject which may well 
bbar repetition. Trade between different countries is essentially 
a barter of goods for goods, and its extent and nature are 
determined, in the long run, not by the standard of value in use in 
either country, but by the comparative cost of production of 
commodities in these countries. The truth is that the apparent 
stimulus to, or apparent check on, exports which accompanies a fall 
cf rise in exchange is followed in each case by a reaction of precisely 
equivalent miagnitude.” These observations may afford sane 
oonsolation at the present time to us as well as to the present 
successor of Sir O. Barbour when so many burdens and evils are 
prophesied as the result of the present appreciation of silver. 

We now cone to the sectmd case of a rise in the value of the 
rupee., ^t todc place between the years 1896-66 and 1896-1900 when 
the rupee advanced froai 18-68d. 16-067d. This advance caused 
no trade dieturbaace Sad, as has been well observed, for two 
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tWUKms. “ The gold par to be adopted was known in advance, 
while the amount of the appreciation above the minimum gold value 
poBWBsed by the rupee prior to the announcement of Herschell 
Committee’s ^heme in 1896 was very small.” (Kemmerer.) 

(1) This brings us to the present situation. It is impossible to 
<teny the grave nature of the crisis. Appreciation milst in its 
nature cause trade depression, as observed by Sir D. Barbour, at 
least for a time. In this case two other factors have gone to increase 
the shock of the crisis—“ the rate of ^preciation is very rapid,’ 
and “ it is clearly perceptible to the public,” As eminent economists 
have observed, these factors intensify the troubles accompanying 
appreciation. 

Nevertheless it would seem that some controversialists take too 
gloomy a view of the situation and are grossly exaggerating the 
burden laid by the appreciation of silver on India. The modus 
operandi of some of these critics is as follows:—^Aritlimetical 
calculations are made out which show that for each sovereign’s 
worth of Indian staples exported, the Indian exporter leceives 
fewer rupees now, and thus he is injured. But the mischief does 
not stop there. As the export prices control home prices, all home 
prices are lowered and all Indian products suffer. A word may 
be said here as to this process of argument. The only thing 
assumed to be changing, by these writers, is the value of the 
sovereign in terms of rupees All other elements of the 
situaticm—the foreigners’ demand for our goods and the prices of 
our staples in foreign countries—are assumed to be constant. It is 
with these assumptions that one disagrees since, to use technical 
language, such arithmetical manipulations treat an essentially 
dynamic problem as a static one 

It is admitted unreservedly that tha appreciation df a currency 
has itself a depressing influence upon trade. But, under the 
pn^nt circumstances of India, there are important mitigating and 
modifying' factors which should not be lost sight of. Professor 
Mazvfaall used to tell his pupils that any propositimi in Economics 
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which is simple, intelligible to the man in the street, and aratfaout 
modifying clauses, is false. It is not enough to make arithmetieal 
calculations of the possible loss to a country due to aj^pmuated 
currency in supposed simple ccmditions. We hav^ to go Itntfaer 
and see how far the conditions of trade-demand and currency in 
oilier Countries tend to minimise our loss So far as the present 
writer is aware, the three following modifying eouditioas hwra to be 
allofwed fmr in the present discussion:— 

(a) If the demand fpr India’s exports is keen and inelastic on 
the part of other countries, we can pass on tto them scane of. the 
burden due to our appreciating currency. It is a well-aceepted 
economic proposition that burdens on trade (like cost of carriage 
and import or export duties) are shared by the trading countries; 
that one of the countries whose demand for the other country’s goods 
is more keen and inelastic bears the greater part of the burden; this 
it does by paying a larger price for the goods it purchases. It is 
tm this principle that the burden of impediments like import or 
duties and cost of carriage is shared. Any one who likes 
can study this general principle in the pages of Mill, Bastable, or 
i^dgeworth. bn the same principle the impediment to our exports 
caused by the appreciating currency is shared between us and the 
countries to which we export our goods. The demand for Indian 
exports like cotton, jute, wheat or rice is, as everybody knows, very 
intense and inelastic on the part of other countries As a 
consequence, they will shoulder the greater part of the burden by 
^ying us larger prices for our goods in gold A very good 
example of this is the large price in gold which we are getting for 
our cotton from Japan. Hence our exporters will not be damaged 
to any great extent and tberefmre our products for home 
< comumptien need not fear any great injury. 

The above is a them'etical statement of the case which must be 
feialoroed by facts drawn frmn practical experience. In 1006, 
owing to the rise of silver prioes, the Straits Settlements raised 
thmr dollar to 88 pence, and there was a gnat oppmrtuidty for 
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the effect of raising the value of the dollar and of its 
cMBequent appreciation The opportunity was luckily taken by a 
^Ijiaat eeonoznist and practical financier—Dr. E. W. Kemmerer, 
Ohief of Division of Currency, Phillipine Islands. The result oi 
t hsa'Btudy was to show that those export industries of the Straits 
Settlements which commanded a good foreign market were not 
injured by the rise in exchange. He observes that “ the rise of the 
dollar did not, as many anticipated, prove detrimental to the tin 
trade. The production of that staple was constant and the market 
was strong; as a result, the tin merchant was able to shift the 
burden of the rise in exchange to the foreign consumer. The same 
was true to a lesser extent of tapioca.” On the other hand, pepper 
and gambier had weak markets during the period of the appreciation 
of the dollar and this resulted in declining dollar prices and the 
imposing of the burden of the rise in exchange upon the exporter 
and the producer. Kemmerer generalises from his experience 
during this period of the appreciation of the dollar thus : If 

the demand for the commodity in question is strong, the burden of 
the advance in exchange may be shifted to the buyer or to the foreign 
consumer'' It need hardly be pointed out that the markets for 
Indian staple exports like jute, wheat, cotton, etc., have all along 
been strong, as is proved by our usually favourable balance of*trade; 
and, during this war, the demand for our exports is stronger than 
ever. Hence we conclude that India can pass on to the foreigner 
the greater part of the burden of the rise in exchange. 

We have not only theoretical and historical bases for this 
contention, but we have also a practical proof of it in the business 
methods of our exporters Our exporters when dealing in forward 
business with foreigners offer two quotations, one in rupees and 
another, which is a higher one, in goldf Thus our exporters to 
Japan for future business have two quotations, one in yens, which 
is a hi^er one, and one in rupees, which is a lower one. Here is to 
a clearly visible form the process by which India is 
shifliiig on ithe foreigner the burden of the advance in exchange. 
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It remains to add that the view hei% taken about the shifthig of 
.the burden is supported by high econmuic authority. Thus 
Baffalovich observes that “ there is a great demand for Indian 
products like jute, cotton and wheat and it is the buyers who pay 
the premium on the Rupee.” Another high authority Mr. B. White 
remarks that ” the exports of India are in such request by the world 
at present that the buyer of these goods is obliged to pay the 
additional cost of the Rupee and the Indian exporter secures just 
as many Rupees as he did before the gold value of the Rupee had 
iisen.” 

(6) We now come to our second modifying consideration. 
To take a proper view of the point, let us go back to the period of 
Indian monetary history before the year 1898 Silver was then 
falling in price and the declining exchange was benefiting the 
exporter of Indian staples to gold standard countries. At the 
same time, however, prices were declining in those countries, and 
this circumstance was reducing the large profits of our exporters. 
To-day we have before us the exact contrary of the above situation. 
(Silver is rising and with this rise of exchange, the exporter of 
' Indian articles is threatened with some loss. At the same time, 
however, on account of the war conditions, prices are rising 
throughout the world and are thus minimising the loss to our 
exporters. This is a second deduction from any losses which our 
exporters might suffer from the appreciation. 

(c) We now come to the third modifying condition in the 
situation. The appreciation of the rupee might potentially lower 
Indian pricee to some extent, and this fact must be pro tanto assisting 
the Indian exporter. This proposition also can find precedents in 
financial histoiy. Thus in 1906 when the dollar was appreciating 
in the Straits Settlements, we are told that there was a fall of the 
price level. Dr. Kemmerer informs us that there was such a fall, 
although it was not immediate or uniform with regard to all 
artides. But whdesale prices certainty showed a strong tendotoy 
to deoline, fmr it is in that field that competition is most active. 
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Betail prices also fell, but to a smaller extent But, surely, it is 
with wholesale prices that the Indian exporter is most concerned, 
and it is their fall that must give him advantage in his sales abroad. 
We also se^ that in 1890 when there was an appreciation of silver 
in India, whtdesale prices fell with the rise in silver. Thus the 
experience both of India and of the Philippines shows that the 
exporter is to some extent compensated during a period of 
appreciation of silver by the fall in prices This fall of price, if 
indeed it has come by now, is the third deduction to be made from 
any losses due to appreciation. 

In the present instance I admit that the importance of this 
third deduction is very small, and that virtually the rupee 
might not have appreciated so far as the internal transactions of 
India are concerned Prices are at present being acted on byl so 
many other factors that the ablest statistician might well be puzzled 
in singling out the influence of the appreciation of silver. We have 
to consider the rise of prices through intense demand for some 
commodities, the speculative influences in raising prices and the 
influence of the increased absorption of Rupees and notes. These 
are so many factors acting to raise prices that any tendency of the 
appreciation of silver to lower prices is at most a potential one- 
potential but overborne by other influences. It might be said, at 
the most, to belong to the second order of smalls. 

It is easy to quote figures to show that India occupies* a highly 
advantageous position at present in the matter of foreign trade and 
one which will enable it to pass on its burdens whether fnnn 
appreciation or increased freights on to the foreigner. At p. S6 
of the last Review of Trade we read that “ exports in 1916-17 have 
increased far more rapidly than imports. There has been a 
continuous and urgent demand fpr India’s products. Imports, on 
the other hand, have been curtailed. The fall in total imports and 
the rise in exports are reflected in the large amount of Council Bills 
* sold in 1916-17.” Many other propositions of a similar purport 
can be quoted freon this latest record. “This increase (in 
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the rice trade) was aoommted for by an inoeaee of Ai. 981 
lakhs due to ihe- larger vdume of the trade and ol only 
89 lakhs doe to a higher level of frieet (pagei 19). The 
year’is trade in seeds was marked by a considerable increase in the 
quantity mcported>and alse^by the high prices and the stsmg d aman d 
for linseed in England (p 24) The value of the exports of raw 
jnte inniessed by nearly Rs. 65 lakhs to Rs. 1,626 lakhs. The 
quantity exported was, however, less than in tiie preceding year^’ 
(pi 15) In the case of wheat, indeed, prices fell on account of a 
good crop but " the decrease owing to lower prices was set off by an 
increase of Rs. 104 lakhs due to the larger volume of trade ” (p. 21) 
Oaa any one dotdtt after this that India as a whole is making 
increasing gains from her international trade ? 

Tbo<muoh must not be made of restrictions on exports When 
the eoimomic history of the war comes to be written it will show 
that though the restrictions have hit individuals they have not had 
much effect on the general course of trade Even supposing that 
but’ for the restrictions our exports would be greater, where was 
jthe tonnage to carry the extra goods to come from ^ Let any one 
constdt the Controller of Currency’s report for 1915-16 (page 8) 
which asserts that “ Ikough the exports (of wheat) were somewhat 
smaller in volume than in the preceding year, their actual value was 
rath«r higher.” As to hides and skins let him look up pages 22-23 
of the Itelneuf of Trade of 1916-17 and he will find how little the 
trade taken as a whole has suffered by these restrictions. Indeed, 
ithias OB the whole oonsideraUy expanded 

SoBie stddents have argued against this view by comparing the 
priom ol Indiaa imports and Indian exports They urge that since 
the begiiming of the war the prices of Indian exports have 
iaoraased hjr 17 per cemt. while tl\pse of our imports have rismt by 
79 pw^ osBt Thi^ infer that the ratio of exchange of goods is 
uttfavounhle to India. Two objections can be urged against this 
psoeedure. Sorely; for such a emnparison we should 'dok at the 
prioerod fudian imports in India and of Indian exports in foreign 
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' Vmmi^ imnmuwe mtes dwf«> 10 {MT <nat« uiA 
WbUk oiim eqtol tibe fsioMt of goods tfao price of ladiM 
l^iide ia tottign oomtiries most have risen far tt»ae tiiaii the 17 
p0 OWri. irilMerTed locally. But there is anothw consideration te 
Mr into aoettont. 

>1 Higli prices and small sales are a poor businoss situation, 
1li%i)e our eaports are going tm increasing in quantity, the imports 
are quwitiitatiTely falling every vear If the prices of imports are 
risuigon account of inflation in a foreign country, the Indian 
responds by buying much smaller quantities of imports. The 
Controfler of Currency says in para. 23 of his report for 1916-17 
as ftdlours:—“During this year of the war, howeyer, such goods 
were to be found in the up-country bazars in much smaller 
quantities and then only at such high prices as would frequently 
induce the ordinary consumer to do without his purchases until the 
price should come down It is probably correct to attribute mainly 
lo the lestriotion of imptnrts and to their high prices the fact that 
BO few of the rupees issued during the year returned from circula- 
cina.^’ In the “ Econmnist ” of 2l8t July the same view is repeated 
and trmislated thus: “ The prices required by Lancashire 
manufacturers, however, have been consider^ly resisted.” If one 
was a foreigner dealing in exports to India, bow would he like a 
situatiim in which inflation would fm^ him to charge high prioM 
while at those prices India would not buy much of his goods ? 

VroBA the point of view of the theory of intematienal trade wa 
eaiUMe here tate account phenomena which amount only to a 
fririiitriburioR of wealth within the country itsell. War hi an 
emantialfy dynamic condition in w*hioh profits ate bound to ineresM 
-•^-fMdiafM at tlm expense of senmotbmrfarim Profasawr Clark teUi 
uHlhat profits disappear in the static (x^dition mid intkease in tiba 
rinte. In war Brnrefose profits are bomsd to ineimse |« 
|kS''^riMjiniri«tr cbmiges. Indeed, hi smae oases. sl^M 
IlManplIhrtio Matures SppMur; thus during this was. owing M tis| 
yif ^snoMulge^ those exportalff fisaw ^ whhM luH|t ti|s 
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of i[Bg«tiatiag'tlieirt)iHs OMldotvijr laoge^iiofittiMifM^ 
otker expjwtors saw their btisiiiess decline setieitsly. Hb 
prodncer, tees thus at a disadvantage confMUwd to the eKpetAMt. 
But this disadvantage was mainly caused by war ccaaditioNA mtif 
only very partially by the exchange situation. The main jptiriileMi 
is that of tonnage which has fairly eclipsed and thrown into 
hadlf^und the real problmn of exchange. Practical business aaen, 
ttllea they hear the exchange situation blamed foi somethii^ whieh 
it has done and for much that it has not done, point to the hues 
Inights and insurances as a far mOTe significant factor in the 
situatioo. 

(2) The pi^ucer in every country stands to lose, it need hardly 
be said, in war time. He cannot, like the middlemen, improve his 
position by adding speculative activities to his productive ones. 
But in studying the aspect of the present problem we have to woi^ 
at two imiss: how has the Indian producer fared in eompariseft 
with producers in other countries^ secondly, how far has such 
damage as he has suffered been due to the exchange difficulty. 
^Comparing the lot of the Indian producer with that of his brethren 
abroad: we find several ledeoming features in the formear ? In the 
inst place we have no inilatten in India; and inflation, as eoonoinists 
say, is a form of rudiless taxation from which the poorer oUmsesr and 
the kmwr strata of producers suffer the most; for the trader ean. 
pass cm the taacat'on to others in the shape of higher prices hut thisra 
aie ffiMuea to whi(^ this remedy is denied. In the second place 
oeitain dtesscs of Indian producers have ebne very —prodnmis 

et cotton and jute for instaDce, and to some eatent evwa those oii 
whsnt. Tb tte extent that the Rupee mig^t have apfirematod. im 
iatorMi traasaotkas, and prices have fallen it be apgaed 
that pfodnoera have been losers. To this k mi|^t he ensntsisesk 
ftrst, Utot thit applies cmly to some producers, since on the ndmla 
pnew have rinm m indie: and^ secondly, that if soi the pmdueee 
Bes dhteined an appnwiatod rupee in exobwiga foe his merneL Sm 
f» ae prices oi oestajiA igiieiiibural eommedkieev like whMN|» hmre 
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cm aceotmt of better crops (see pp. 2 and 21 of Review of Ttado, 
ifil6'l7) there is of oourse no kes either to the individual produoar 
air to tiw matioD as a whole. From this point of .'view as well ftfiee 
otatirtios hitve'to be carefuMy scanned before they are utilised. It 
ii uiso to be remarked that the great comHmrciai activity whidi is 
-it present being witnessed in India is, in the long run, bound to 
snqirare eondition of the producer. There never was a time 
when India oould float such enterprises as those of the Tatas with 
Mseh-eiatie and rapidity. The war has to a certain extent protected 
iwitd istimulated Indian production. As the Controller of Cunrenoy 
has<d)served at p. 13 of his last report our clearing house figures 
form a high water mark and show not only a complete recover}' 
■from the contraction of business which occurred in 1914 but a 
striking expansion. In such prosperity the ultimate producer is 
sure both immediately and in the long run, to have a large share. 
The word “ producer ” has been used in too restricted a sense in 
some recent controversi^. In its true sense it comprehends the 
Who#e range of workers from magnates like the Tatas at cme end to 
the humble labourer on tJie other. 

Those who arc inclined to be pessimistic about the influence of 
-tfie endiange and currency conditions are invited to study the 
various annual reports on the working of the Indian Co-tqierative 
Societies. Kerc we find ctmditions the very opposite of dapvrasing 
-^^mpital and deposits are growing by leaps and bounds, the portion 
of tlm capital “ owned ” by the agriculturists is growing fast, and 
<(116 incdbus of debt is being appreciably reduced. The tale told fay 
'the -tion-«g]^ultural societies is even more cheerful. The faith yf 
the loading public m the prosperity of the agricultural societies is 
madhukwn and many central societies have mcure deposit.s offered to 
'thflai than they can accept. 

We may now proceed to examine bow far the producer has been 
lot by the exchange difficulty. Here again it is necessary ito 
T Mum etobw 4hat the exchange problem is -evershadowed -by dhe 
Unnaage pmblem. Even if the exobooge dsKouIty had not einstdd, 
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Indian exports would have been limited to the same extent as 
present by the limitaticm of tonnage at our disposal. It is ttie 
general war conditions and not the exchange trouble which has 
placed the producer at the mercy of the expmier. But the exchange 
difficulty might have had an indirect influence on the producer. 
Those firms which could negotiate their bills have had a quasi- 
monopolistic power in the market and might have been to some 
extent able to dmnineer the market and to secure extra profits. 

(3) Coming to the study of the situation as affecting debtor and 
creditor equities the first thing to notice is that no statistical proof 
has yet been forthcoming to show that in the internal transac¬ 
tions of the country the Rupee has appreciated. Of course 
if the Rupee has appreciated internally so as to lower prices, 
the creditor class gains at the expense of the debtor class. 
But even in that case much will depend on the length 
of the period during which the appreciation has continued and on 
the nature of the mercantile transactions in the country. 
In countries with an advanced econmny where foreign 
transactions loom large the results of appreciation would be more 
beriouB than in economically backward countries. Economic history 
can furnish illustrations which show that in many such countries, 
appreciation of coinage has had very little effect of a disturbing 
nature on the relations between the debtor and the creditor. Thus, 
when the new and larger unit of value was introduced in Mexico the 
question of justice between debtor and creditor was discussed and 
the Mexican Monetary Commission thus expressed its views on the 
subject: “ It must not be forgotten, however, that for the great 
majority of debtors and creditors, the bettor quality of the new coin 
wiU te, so to speak, neither tangible nor appreciated since they have 
nothing to do directly eithM* with the exchanges or with 
intematicmal trade.” Similarly, after the dollar was raised to 28d. 
in the Straits Settlements, experts agreed that scone injustice was 
dime to the debtor class but it was also urged that “ the debtor class in 
the Malay Pemnsula had invested their borrowings principally in 
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that territory, and that theii investments were not of a character 
wluch are greatly influenced by the sterling value of the dollar; 
that the two shilling four pence dollar had little more purchasing 
power within the Peninsula than the old dollar possessed, one, two 
or more years befcwe.” In the case of the Philippine Islands, when 
the old coinage was replaced by the new one it was observed that “ to 
the great mass of natives who bought and sold only native produce, 
and who seldom, if ever, came into contact with gold prices, the 
new peso would for a long time have no more purchasing power than 
the old.” This expression of foreign experience shows that in the 
reoent discussion of the debtor and creditor equities as affected by 
the present rise of silver there have been premature and 
exaggerated assertions as to the losses caused to the debtor class 
In the case of India we have to note further that during the war 
there has been a rise of prices of a very pronounced character. The 
Index Number of wholesale prices in Calcutta, to take one example 
shows a rise of 44 points; the Index Number of exports in general 
indicates an increase of 17 per cent, in prices, and that of imports 
a rise of 70 per cent All this rise of prices means a considerable 
gain to the debtor class. The appreciation of the Rupee through a 
rise in the price of silver may) have exerted some influence of a 
compensatory character. From the point of view of justice between 
debtor and creditor such compensatory action need cause no alarm 
but is rather a feature to be welcomed. 

It has been argued sometimes that “the raising of the 
exchange means crushing indirect taxation.” This would be true 
if the rupee commanded a larger quantity of commodities—in other 
words, if^rices in general had fallen. But all statistical evidence, 
as we have seen, points the other way and there is a rise of prio s 
instead of any fall. Consequently the burden of taxation must be 
far frmn having increased. A tax-payer is only (me kind of' ddliUn: 
and the rise of prices cannot in general be disadvantageous to him. 
We mnst also not lose sight of the fact that if the Government is the 
iMfiest ciieditor it is also the largest debtor in the coimtry. It has 
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tasge jfized pftymentB to «aftke »s well as to<exaet. Of 4>Mnb lb ils 
tVttBtiiiat “ the Governm^t of India which reptesente tbn odiiai ai ift|(y 
gains fay *h»vii)g to pay less Eupees for a gitm amount of 
finne dunges." 

(4) It is now. time to consider what lessons have been ksuBBt 
firom the present exchange situation which might be useful to lodin 
in future. It might be said that light has been thrown on timo 
Wiq>ect 3 of our financial policy. We have, to some extent, leaznt the 
course to be taken when abnormal appreciation of silver takes plaoe. 
'Circumstances have also suggested to us some modii^tion iU ottr 
system of purchasing silver by which we can guard against 'bring 
Mnken by surprise by such appreciation. 

(a) Assuming a state of things in which there is an abnormal 
appreciation of silver and there is a depletion of a oountry’s Stocks 
df silver, such measures should be adopted as would make the 
country, for a time at least, independent of the silver market. A 
further issue of notes is very desirable in such circumstances. The 
opinion of experts in other gold exchange standard oountries 
'iUcHnes decidedly in this direction. Thus, during tlie pmaod of the 
tiwof silver in 1906-07 the American experts advised the Philippine 
Government to make itself independent of the silver market by 
‘issuing notes redeemable either in silver or in gold at the cation of 
Hlie Government. The Government had a stock of gold but ft was 
not placed directly at the disposal of the public, since, as in India, 
*‘'gold orins when paid out promptly disappeared into beards or 
'UfUTe exported.” Mr. Anthemisz, late Treasurer, Straits ^ettleMNwrte, 
brids the 8*ame view. He observes: “ The question is often asked, 
'ribkt should the Government do in case silver rose above^44^.,'und 
‘tihe dollars were in danger of being melted down for sale as bufikn. 
1 am bottvinoed that the proper solution wodld be toilsave the sibsr 
‘DbOars to tbeir fate and to let gold edme intotakethrirfUaee, not as 
a ciroulating medium but as a backing fmr the notes.” Gurii ktbo 
dtrong (^rnkm of experts in favour of the issue'of notes. Suiun 
lUdiB, itbs ueeeitSaiy'to proceed with greater oslatirii, siuM, ib' tdm 
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wmI io. the Straits the people have learnt to prefer tjbp 
ipliorto the ooki, which is yet far from being the case in the vas^ 
h n i i OT moifnsil NeverIheless India has 1)eguu the experiment. 
migeeasfuUy and with due caution. Not only have tlie One Bopee 
Notes beoi issued but the circulation of the other notes has reached 
MWRBMNis and record figures. The logic of events has thus led us 
autonatieftlly in the right direction. 

And here we may consider the opinions of those who in the 
pvesent difficulty would have us buy more silver and coin more 
Bupees. The present rise in the price of silver is not a permanent 
or a long-period matter. The rise is due partly to demands for the 
ectension of silver currency on account of the war, partly to the 
skuk working of mines and finally to the resulting speculation in 
silver. Under these circumstances what is wanted is not a radical 
ctu», but a short-period palliative, in other words, “ a temporary 
war measure.” Under these circumstances some have proposed to 
buy more and more silver out of the resources of the Gold Staudaxd 
Fuad and to coin it into more Rupees The obvious answer is thaA 
if the silver speculators come to know that such ereat resources are 
ready to be employed in the purchase of silver there would be no 
to the speculative rise in th price of silver. We should be 
husdsd, under the scheme, in a vicious circle Because we buy silver, 
Idle prices of silver would be rising higher, and because the price ol 
silver fand therefore tlie value of the rupee) keep rising, we shall 
luive tO'buy more silver again. Where is this process to end t 

The result of such continued coinages as are proposed would he 
llMh we should have a heavy inflation in India. Already during 
the period Is914-17, thmre has been very heavy absorptimi of rupees 
amounting to something between 40 and 50 cimeB of Rupieea: <U)d 
udMOi iionnal times return we shall have many of these rupe^ on 
our hands. Add to> this the large coina^ of rupees sug^ted 
UMpMi recently and one can imagine the extent of the wdalitoa. The 
iuiatson) and the gmieral rise of prices would tax the masses heavify 
pMt Indiesvituiaately Moreover, the general rise «f prices uadsf 
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this scheme would banu the exporters as well; by leading to tiM 
reduction of exports. This implies that when normal times retofW 
our balance of trade might tend to becmne unfavourable. Sterliiitg 
drafts might have to be sold; but against what can they be sold, if the 
Gold Standard Reserve is exhausted in purchasing silver ? 

(b) The recent exchange difficulty will also shed much>needed 
light on the essential functions of the Gold Standard Reserve in 
general and on the importance of its silver branch in particular. 
In this respect the lessons derived from the exchange difficulty of 
1917 are complementary to those taught by the crisis of 1907. The 
Gold Standard Reserve has admittedly two sets of functions—it has 
to provide both against the depreciation and against the 
appreciation of the rupee. In 1907 India learnt fully how to meet 
the troubles caused by the depreciation of the rupee. The sterling 
resources for providing for the payment of India’s external 
(^ligations were strengthened and the mechanism for their 
employment was improved The second function of the Gold 
Standard Reserve was, on the other hand neglected; and the Silver 
branch of the Reserve whicli was at once the symbol and the 
mechanism of this function was discontinued Moreover the 
purpose and offices of the Paper Currency Reserve and the Gold 
Standard Reserve were being constantly confused, and the former 
reserve was pronounced to be “ the more natural place for keeping 
a reserve of rupees,” whether the rupees were required to redeem 
notes or to meet an increased trade demand for rupees. A crisis like 
the present was necessary to teach us to emphasise the double 
function of Ahe Gold Standard Reserve as well as to distinguish 
sharply between the functions of the Gold Standard Reserve and 
thoM of the Paper Currency Reserve. 

There were several reasons why the secemd function of the Gold 
Standard Reserve,—that of providing against the scarcity or 
appreciatiem of rupees,—^has been so long comparatively negtected. 
The first reason was the great margin that had been provittetl 
between ttm bullicm vahie and the par value of the rupee, This 
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margin was so great that although silver rose considerably in 1906, 
and although this rise caused exchange difficulties in the Philippines 
and the Straits Settlements, India remained nnafl'ecled. This gave 
us a sense of security from any inconveniently great appreciation of 
the nipee. Another cause was the state of public opinion As wc 
shall see later any expenditure of the resources of the Gold Standard 
Reserve in laying by a sfxx:k of silver was denounced as a diversion 
of the fund. Finally, the difficulties of even roughly calculating the 
future demand for rupee*' let alone the possibi * appreciation of 
silver—^were immense. India, as has l)een well said, has taken its 
currency in great “ gulps.” This is because the commercial strengtii 
and prosperity of India have been constantly rising during the last 
few decades. This process can be traced, to start with, in the 
agricultural returns. In every period in which famine conditions 
have been absent, the area covered liy the non-food crops which lorin 
the backbone of Indian exports has grown steadily T>arger exports 
mean, of course, more Gouncil Rills and a larger demand for 
rupees; hence the great “gulps” of currency To foresee and 
measure this process is a stupendous stati.stical uisk. The* oppo.site 
problem—that of investigating the amount of gold required against 
an adverse exchange—was not more difficult. Yet it was not solved 
till the labours of Harrison and Keynes found out the svpjthj of 
rupees in India which might be offered for sterling drafts and till the 
experience of 1907 furnished the <lata for calculating the gold 
required by any adverse balance of trade The problem of .studying 
the growing demand for rupees is an equally difficult one; but the 
events of 1917 have drawn so much attention to it that its study can 
no longer be delayed. 

It would be well to .'xplain the significance and the raison d'Hre 
of the silver branch of the reserve. It is a permanent index and 
tjymbol of the function of the Gold Standard Reserve in preventing 
the scarcity and appreciation of the rupee. In the second place, its 
existence prevents a too great investment of the resources of the 
Gold Standard Reserve in securities. Such excessive investment 



118 


The Bengal Economic Journal 


clogs both wheels of the Gold Standard Reserve and disables it 
from mitigating either the depreciation or the appreciation of the 
rupee. Thirdly, its existence indicates an important principle 
which should govern the method of buying silver. It is an Indian 
reservoir into which the flow of silver has to be wisely directed on 
business principles. Our present system of purchasing silver is 
very ingenious and skilful. Hut it is also true that the guardians 
of the rupee branch should buy silver, in proper measure, when it 
is cheap and should keep it for coinage when the demand for rupees 
increases. After all this is the commercial principle on which any 
private firm acts in its purchases Under the present system of 
silver purchase, attention is entirely concentrated on India’s 
demand for silver at a particular time and too little attention is 
paid to the fluctuation in the supply of silver in the market One 
may presume that if the purchase of silver was in the hands of the 
proposed Central Bank it would act on business principles in the 
matter. The purchase pf silver on a commercial system would 
also pour oil on the tro\ihled waters of the silver market India, 
the biggest purcha,ser of silver, would enter the market when the 
price of silver was low and would avoid it when the price was high, 
thus mitigating the price fluctuations. If, to take an example, 
silver had been bought last year on this piinciple and rupees had 
l)een coined, we would have heard less of our present troubles. It 
may also be pointed out that so far as silver is bought at a cheaper 
price the profits on the rupee coinage increase and automatically 
strengthen the Gold Standard Reserve as a whole. It has been 
objected to this principle of purchasing silver that, at times, the 
silver thus bought would lie id’e on our hands, as, for instance, if 
the purchase was followed by a period of declining exchange. To 
this argument the reply is that the gold accumulating in the Reserve 
is also idle if a period of rising exchange supervenes. Some price 
has to be paid for security in either case. Timely purchases would 
further have the advantage of discouraging corners and undue 
speculation in silver. * 
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It deserves notice that for nearly ten years the Government of 
India emphasized the importance of the problem of the scarcity 
and appreciation of rupees and put forward one scheme after 
another for its solution. In a series ot valuable despatches the 
function of the Gold Standard Reserve in preventing the apprecia¬ 
tion of the rupee was ably discussed from every point of view. The 
Government of India dealt fully with the |»eculiarily of the Indian 
demand for rupees. In the letter of 29th February 1912, they 
pointed out “ a heavy extc&s (if exports is apt to develop at shoii 
notice and to continue for protracted periods.” They had urged 
at an earlier dale that " a sudden outburst of great trade activity 
may expose the Government of India to embarrassment in its 
attempt to cope with the demand for currency.” It was to meet 
such demands that they wanted to keep up an adequate silver 
branch of the Gold Standard Reserve. I'be Government also 
showed, in their letter of 26th April, 1906, that they were fully 
aware of the ditfereiice of the functions of the Paper (Currency 
Reserve and the Gold Standard Reserve. They propose " to hold 
this bullion outside the Currency Reserve.” They also argued that 
the rupee branch will enable them to be at once indejiendent of the 
fluctuations of the silver market and to keep such fluctuations from 
developing into a serious ajiprcciation of silver. After a"guing 
about the risk of ‘'disturbing the silver market ” they observe 
further in their letter of the 29tli February, 1912, that “our Gold 
Standard Reserve silver is a bulwark against hasty coining. It 
supplements our general stock of nqiees wlien the latter is running 
low; it gives us time to buy silver at discretion.” To emphasize the 
double function of the reserve, the Government of India proposed 
that, in future, its designation should be the Gold and Silver 
Reserve Fund,” but they were overruled t>n that jioinl by the h >me 
authorities. However, the Indian Government succeeded so tar 
that a reserve of 6 crores of rupees was maintained for some 
years. The rudimentary ingot reserve had grown into the silver 
branch of the Gold Standard Reserve and, looking to the 
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important purpose which it served, it should have been increased 
furtJier; for, in fixing its amount at 6 crores the fluctuations of the 
ordinary demands for rupees had alone been considered. No 
account had been taken of the possible appreciation of silver—a 
trick which, as we now see, the metal has played twice during the 
last decade and thrice during "he last quarter of a century. Till 
19iy the rupee portion of the reserve stood at 6 crores; but at last 
it was discontinued on the recommendation of the Chamberlain 
Commission. The rupees in it were transferred to the Paper 
t^urrency Reserve and simultaneously t’'ere was an increase of the 
invested portion of the reserve. 

There had always been a considerable body of influential 
opinion hostile to the existence of the rupee branch of the reserve. 
Men were so obsessed with the fear of a decline in exchange that 
they rarely thought of the opposite phenomenon. The Chambers 
of Coimnerce termed any purchase of silver from the Gold Standard 
Reserve a diversion ” or a " deflection.” As the Madras 
Chamber of Commerce wrote on the 16th August 1907, ” when it 
became known that profits on coinage were to be diverted to a Silver 
Jlranch of the Reserve Fund, the mercantile community, through 
lUs representative Chambers ol Commerce, expressed dissent.” 
'J’he Bengal Chamber also voiced the protests of the commercial 
community. The home authorities too were not always favourable 
to the views of the Government of India on the subject. The 
general opinion indeed was that a decluie in exchange was the only 
serious danger to lie feared. In deference to so much opposition 
the Government of India had to modify their views. They agreed, 
ill tlieir letter of tibth No\emlx'r, 191 that the silver branch may 
consist accortiing to the season of the year indifferently of gold and 
silver and they also gave up the sharp distinction which they had 
made lietween the functions of the silver reserve and those of the 
rupees in the Paper Currency Reserve. 

The fact is that the silver in the Gold Standard Reserve has 
functions which differ materially from those of the rupees in the 
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Paper Currency Reserve. As Sir Robert Clialiuers says, 
“ between the call for rupees and the time when you can provide the 
rupees there was a buffer provided in the Indian portion of the 
Gold Standard Reserve.” At least for sometime the Rupee portion 
of the Reserve can keep India from the necessity of resorting to the 
silver market under unfavourable conditions. In the second place the 
guardians of the silver branch w«)uld make it a main part of their 
task to watch the fluctuations of the silver market ami to trace its 
bearings on the demand for rupees. Those in charge of the Paper 
Currency Reserve must mainly attend to the redemption of notes 
and not primarily to the exigencies of the .-.ilver market. It is also 
to be noted that the redemption of notes from tin Paper Curreaicy 
Reserve is only a partial index of the demand for rupees, since there 
may be a time when there is a demand tor currency as such, t.e., both 
for notes and rupees and not for the one or the other in tlie altenia 
five. As Professor Kemmerer puts it ’ the Paper Currency Reserve 
has performed its proper function when it has provided for the inter¬ 
convertibility of rupees and notes. The different funds should be 
distinctly separate in locution and function, and only in very great 
emergencies should one reserve b«* called ujion to support another 
reserve, or to perform the legitimate function ol' another ” 

The same authority gix's on to observe that ” the Rupee portion 
of the Gold Rtnndurd Reseree should hare been continued, not, 
however, at the expenses of the Gold portion of 'he Reserve, but of 
the invested portion." This opinion coincides remarkably with 
that expressed by the Government of India when it wrote, on 26th 
April, 1906, as follows;- ‘'Having regard to the rapid ])rogress 
of our accumulation of Gold in the Gold Reserv.- Fund in the past 
five years we consider that the question of its further accretion by 
interest is now of less importance than the formation and 
maintenance of a sufficient rese’'ve of silver bullion. Our currency 
system is unavoidably artificial, and the profits arising therefrom 
‘should be primarily utilized, not in breeding interest but in 
protecting it against risks to which an artificial system is liable. 
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At the outset the main risk aprehended was an inadequate stock of 
gold, hence the creation of the Gold Reserve Fund. Now the 
pressing danger is a temporary deficiency in our stock of rupees, 
which equally justifies the expansion of the Reserve Fund so as to 
include a silver bullion branch.” It is a curious commentary on 
these dicta that in the very period which was to see a phenomenal 
and embarrassing rise of silver the investments of the Gold 
Standard Reserve were largely increased. India took her largest 
gulp of currency in the post-war period, and it was this which 
contributed substantially to the present rise in the price of silver, 
fly an irony of history, when the time came when the silver branch 
would have l)een called upon to put forward its maximum powers, 
it was found to be extinct. Had it continued to exist it would 
have meant a fro tanto smaller locking up of the Gold Standard 
Reserve in securities and it would have mitigated the present 
situation when the Reserve cannot Ih> utilized to meet the existing 
exchange difficulty. 

In this connection we may turn our attention to a dictum of 
the French Commission on the Stability of Exchange which 
indicates how closely the maintenance of the Gold Exchange 
Standard depends on the careful purchase of silver for coinage. 
That Commission asserts that “ the early establishment and 
permanent security of the gold exchange standard in countries now 
upon the silver standard would be materially aided by stability in 
the price of silver bullion. Stability in the price of silver bullion 
would be promoted by reasonable regularity in the purchase of 
silver required by each goverumeni for actual coinage purposes.” 
R gular and systematic purchase of silver for India, it might be 
added, implies the existence of a silver branch of ihe Gold Standard 
Reserve. 


J. C. COYAJEE. 



THE AFTER-WAR PRICE OF SILVER. 

(Paper read at the Beiujal Keoaomic ('oufereuce.) 

The principle of the Indian Currency System since the closing of the 
Mints has been the regulation of the supply of rupees in active 
circulation in such a manner that the exchange ratio between the 
sovereign and the rupee may be constant whatever be the exchange 
ratio between gold and silver Till very recently this object has been 
attained; partly by regulating the coinage of rupees, and partly by 
regulating the proportion of rupees in active circulation by the sale 
of council bills and, in exceptional times, by the sale of sterling drafts. 
It is however obvious that there have always been certain limits to 
the effective control by Government of the exchange value of the 
rupee. There are circumstances in which the Government cannot 
control the supply of rupee.s That control must necessarily cease to 
be effective in case the gold price of silver in India should fall so low 
that private coining would be practicable on an extensive scale; or 
in case the gold price of silver in India “hould bo so high that il 
becomes profitable to melt down rupees. Of these two limits the 
latter is by far the more rigorous. With efficient police administra¬ 
tion private coining can be restrained The melting down of coins 
cannot be checked. 

It therefore follows that the choice of lines of action which will 
be possible to the Indian Government in relation to the rupee in the 
period after the war will be determined in certain re.spects by the 
after-war price of silver .\s long as the war lasts the Government 
can exercise a control over commerce, creating consequently a great 
deviation between Indian prices and world prices of silver as well a.s 
other articles, which it would be very difficult and inadvisable for a 
Government to attempt to exercise during peace. 1 would therefore 
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suggest that its policy in regard to exchange, even during the war 
period, should be influenced to a considerable extent by an intelligent 
anticipation of the probable condition of the silver market in the 
future. 

With regardf to either gold or silver we can regard the purchasing 
power of the metal as being determined in the main by three 
conditions:— 

(1) The supply of the metal, which is largely influenced by 

the cost of production, 

(2) The demand for the metal for the purpose of coinage, 

(3) The demand for the metal for purposes other than 

coinage. 

Gold may be termed a commodity of medium or unit elasticity 
of demand. Other things being equal, if gold depreciates in any 
particular ratio, the quantity of gold required to effect exchanges is 
increased in the same proportion. The same phenomenon applies also 
to a very great extent to a demand for gold for purposes other than 
coinage. These purposes mostlv come under Ihe head of “swank.” 
The gratification a lady gets from wearing a certain quantity of gold 
upon her person does not depend upon the weight of the gold but upon 
its exchange value. The same degree of elasticity of demand 
applies to silver where silver is used for ornament, or for money under 
a system of free coinage Btit where silver is used for subsidiary 
coinage, or for the chief coinage of a country where the money is 
regulated by a gold standard, the demand for .silver is determined, 
not by the appreciation or depreciation of that metal, but by the 
appreciaticfn or depreciation of gold More silver is required for 
coinage purposes in all countries that have a gold standard whenever 
the purchasing power of gold falls. 

Bearing in mind these preliminary considerations, we will now 
proceed to consider the condition of the relative supply of gold and 
silver. We note that during the 70 or 80 years up to 1914 the annual 
production of silver has shown a remarkably uniform increase; but 
thut of gold has showft violent fluctuations. In 1848 the world's 
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production was only about £5,000,000. In 1863 it rose to over 
£31,000,000. Then it slowly dropped until about 1890, when it was 
about £22,000,000. Subsequently within a few years it sprang up 
to over £90,000,000 per annum, at which figure it has been fairly 
steady of late years. The steady rise in the production of silver, 
however, lasted only till the year 1914, when the output of Mexico, 
which had supplied more than a third of the total was reduced by 
about two-thirds. The consequence was that the world’s output 
which had averaged over 220.000,000 oz. for several years before 
1914, has since averaged only about 170,000,000 or, 

It is extremely difficult to forecast the output of the precious 
metals. We can however anticij)ate with a good deal of confidence 
that the cessation of the world’s war will be followed within a short 
period by a restoration of order in Mexico and by a recovery of the 
silver output. We may also, I think, anticipate very confidently 
that the world’s output of gold will continue somewhere about its 
recent figure. We must notice that a continuation of this hign 
annual addition to the world’s stock of gold means a continual 
addition to the supply. It would appear that <^he total supply of 
gold available for use for all sorts of purposes will increase at a 
slightly greater rate than that of silver. In so far, therefore, as we 
can forecast the influence of variations in future production on the 
gold price of silver, we may, with some hesitation, conclude that they 
will tend rather to an appreciation of silver than to its depreciation. 

Far more important will be the influence of the condition of 
demand; and of the two demands, that for coinage will be the more 
effective in determining the price of silver. 

Since 1896, gold has been depreciating, a fact which has been 
brought home to everybody by the general rise of prices. Probably, 
on the whole, the factor which has been of the greatest importance in 
effecting this depreciation has been, not the increase in the world’s 
supply of gold, but a change in the methods of effecting exchanges in 
' gold using countries, the use of credit instruments increasing and 
that of actual coin decreasing. This movement has been greatly 
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accelerated by the war, and its effect has been intensified by such 
‘ Governmental action as the use of treasury notes in England, and 
similar action elsewhere. We may, in fact, anticipate that after the 
war countries that are nominally gold using, will use practically no 
gold for internal circulation, but only paper and silver and bronze or 
nickel coins. This will itself necessitate a relative increase in the 
demand for silver for coinage purposes as compared with gdd, and 
this will be an effective force tending towards the appreciation of 
silver. 

Again, the rise of prices which was taking place between 1896 
and 1914, and which has been greatly intensified by the war, will not 
be counteracted, we may be sure, by any very great fall of prices after 
the war. It would take me too long to explain at all fully my reasons 
for holding this opinion. But I may just remark that the situation 
will largely depend upon the policy pursued by the Governments of 
the belligerent states; and that it will be both the duty of these to 
endeavour to prevent any great slump of prices which would produce 
a disastrous depression of trade; and also their interest to do so 
because they are themselves all very heavily in debt. I am sure that 
you will agree with me, that though there may be a considerable fall 
in world prices when peace is restored as compared with the highest 
prices reached during the war, the after-war price level will be con¬ 
siderably higher than the pre-war level. 

Let us see now the effect of this future high level of prices upon 
the demand for silver. As previously suggested it will involve an 
increased demand for silver for subsidiary coinage in Europe and 
America. Far more important will be its effect upon India. During 
the war the price level in India has ceased to be closely affected by 
the price level in the rest of the world. Take a particular example— 
this summer rice was being retailed in Madras at a l^d. per lb., in 
England at dd. per lb. With the restoration of normal trade 
conditions the price must rise in Madras and fall in England. The 
termination of the wa'r must be followed by a great rise in the prices 
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®f Indian products, rapid in proportion to the speed at which ship¬ 
ping becomes available- Assiuning that the monsoon does not fail, 
this will involve a great increase in the quantity of money circulating 
in India. , To a certain extent the demand for more money may be 
met by further issues of paper and greater use of credit instru¬ 
ments. But I do not think that this will preclude the necessity of a 
great increase also in the number of silver rupees in circulation, 
unless, of course, the Government should be so ill-advised as to bring 
gold coins into circulation on a large scale. 

We have also to anticipate during the period following the 
restoration of peace great developments in the trade of China and 
Africa, and a further great growth in the rapidly expanding trade 
of South America. Since these vast areas will require in consequence 
much more silver money there will be there also an increase in the 
demand for silver. The one circumstance that we can anticipate 
which will have some neutralising influence, is that the demand of 
India for gold for ornaments may increase very rapidly. 

In all these matters we are, of course, dealing only with proba¬ 
bilities. We can, however, I think, conclude that the balance of 
probability is strongly in favour of higher prices for silver. On the 
one hand it appears to be very improbable that the price of silver will 
fall below 30d. per oz.; on the other hand, it is by no means improb¬ 
able that its price will rise to something like 60d. per oz. We may 
therefore anticipate that should the Government desire to restore the 
rupee to its old value of 2s., no difficulty will be presented 
by an excessive fall in the price of silver On the other hand, it is 
extremely probable that the rise in the price of silver will be such as 
to compel Government either to raise the gold value of the rupee or 
to alter the weight or composition of the coin. The latter course 
appears to me to be very undesirable. But I should like to put the 
question whether there is any serious objection to the restoration 
of the rupee to its ancient and traditional exchange value of Ss.f 
' For the reasons explained above, it appears to me very certain 
that gold prices in India for Indian products will risf npt Ipss thim 
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50 per cent, above their present level. If this be so, a rise of 50 per 
cent, in the gold value of the rupee would be no disturbance to the 
interna] relations between debtor and creditor, or between State and 
tax-payer, or between employer and worker, or between the trader 
and the recipient of fixed incomes, but would only be a mitigation of 
the disturbance which would otherwise be caused by the rise of prices. 
It would, for example, inflict no injury upon the zemindar or ryot 
who pays the land revenue. He would still be getting a somewhat 
larger number of rupees for his crops and would be able to pay the 
Government the same number of rupees as previously without hard¬ 
ship- But when those rupees were in the hand of Government, their 
efficiency, as an instrument for paying the interest on the sterling 
debt, would be increased by 50 per cent. With regard to expert 
U'ade, it is certain that the exporters would vigorously oppose such 
a rise in the exchange value of the rupee as is here suggested and 
would plead that their prosperity was seriously affected. As a 
matter of fact, however, the thing that determines their profits is the 
relation between gold values of Indian products in India and outside, 
and the conditions with regard to that will certainly be such as to 
make export trade phenomenally profitable. In so far as it was a 
fact that they were affected by the 2s. rupee, it would only be 
by way of a small deduction from a vast increase in profits. The rise 
in the rupee, again, would be but bare justice to the European in 
India who has to remit money home. The grievances of these people, 
when they were loudly voiced, at the time of the falling rupee, were 
largely im^inary. That was also a period of falling gold prices, 
and while the Indian Civil Servant who remitted home a portion of 
hy salary got fewer sovereigns for a given number of rupees, each 
sovereign had increased its purchasing power in nearly the same 
proportion. But everyone who remits money now in spite of the rise 
of the rupee to Is. 5d. has a real grievance. The purchasing power 
of the rupees that he remits have fallen in England to something less 
than half what it was before the War. A 2s. rupee would, th'refore, 
be, not.an unfair advantage to the remitter, but a mitigation of the 
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unfair disadvantage to which he would otherwise be subject. Still 
more important is the case of the great body of Indian people in 
receipt of salaries and wages, the money value of which does not 
vary very much. They all are in danger of suffering a great calamity 
through the rise in gold j)rices; and this calamity would l)e greatly 
mitigated by a rise in the exchange value of the rupee. 

I can see no considerations of equal weight and importance on 
the other side, and I am therefore of opinion that it is both possible 
and desirable for the exchange value of the rupee to rise. I conclude 
therefore that during the present exchange difficulties, the policy of 
the Government should be guided by a deliberate intention to effect 
a permanent rise in that exchange ratio. 

GILBERT SLATER. 



OUR CURRENCY PROBLEMS. 

(Paper read at the Bengal Economic Conference.) 

As is well known we have had to contend with various Currency 
difficulties in the past two years, all directly arising from the fact 
that the balance of trade is going very heavily in favour of Indio. 
This again is due to two causes—(1) the expenditure by the Indian 
Government on behalf of the Home Government is recouped by 
them at Home, and thus obviates the necessity for the Secretary 
of State to draw on India for his own requirements as he would be 
normally doing, and (2) the continued rise in the prices of imported 
goods makes it difficult for the masses here freely to buy their usual 
requirements, thus causing a large amount of money to remain on 
their hands unspent. This last is ignorantly called hoarding. 

People who are satisfied with big words speak of such 
hoarding, and think they have explained everything, but they 
have not. Is this so-called hoarding anything peculiar to India 
in these times, or do we see similar phenomena elsewhere ? As is 
well known, the form this hoarding took in ordinary times in India 
was a large purchase of silver for ornaments. Is this going on 
now? We know but too well that this time our silver market has 
consistently- lagged behind that of London, and country silver, 
whjch should be quite as good for making ornaments, ^ many 
rupees cheaper than bar silver, and yet the demand is extremely 
poor. We have known years of prosperity in India, when the 
up-oountry demand from Bombay has been for many a day over 
100 bars a day. To-day, it is hardly 10—16 bars a day, and 
frequently not even that. To my mind it is very conclusive proof 
thfit thf masses are not hoarding in the ordinary sense of the tern), 
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fiut, the fact remains that a large amount of rupees continue to 
disappear into hoards up-country. What are these hoards and 
why are they made 1 My answer is that they are merely* 
proceeds of produce retained on hand, until a suitable 
opportimity to spend them comes round. The fact is that 
the articles which the cultivator produces—wheat, cotton, 
jute, rice, seeds, etc., have been selling at very low prices 
as compared to articles of daily consumption tliat are imported, 
and the cultivator who was used to purchase a certain amount of 
such articles out of his proceeds of produce, finds he is offered 
a much smaller quantity than he used to get before the war, and 
naturally refrains from making such e.Ktravagant purchases. I 
know it is currently said that India is doing extremely well by the 
war, that it is rolling in prosperity, but this again is very super¬ 
ficial talk. We read and hear of people having made fortunes by 
the war, but forget to stop and think which people. It is the 
commercial and industrial classes—the capitalists large and small 
—that have immensely profited by the war. The cultivator, who 
forms the vast majority of the masses of India, has not so benefited. 
Of the five crops mentioned above,—and they form 65 to 70 per 
cent, of the total export trade of India—only two, wheat and 
cotton, have been selling higher than they did in July 1914 The 
others are selling lower Jute was selling then in the neighbour¬ 
hood of 80 rupees, now it is a good deal under 40. Rice in 
Rangoon was then selling in the neighbourhood of 300, now it is 
200. Seeds show, most of them very important, declines from the 
pre-war rates. If the cultivators, as a body, are getting 
much less than they did before the war, and find they have 
to pay a great deal more, more than double in many cases—is 
it any wonder that they desist from 'buying, and keep their 
money in hand for buying at cheaper levels, which never 
cmne ? Hence their so-called hoards, which must go on accumulating 
'until their present things are so worn out or used up that 
they mtist perforce buy fresh ones even at current high rates. 
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I will only instance here Copper Braziers, cme of the articles of our 
imports so conunwily wanted in every household for copper utensils, 
and so fondly prized by the agricultural classes. At present 
exorbitant rates, they have almost ceased buying these. In pre-war 
days, copper utensils came after food, and formed generally an 
important part of his purchases, but we know how difficult it has been 
to finish off even the stock of Braziers we had here when the war 
broke out. The cultivator finds he cannot pay present prices out 
of his present income, and prefers to wait. It necessarily follows 
that he keeps his money in hand in such form as he has got it. 
It is asserted that the cultivator wants metal coin, and that is why 
he takes away* and holds rupees, but what else can he hold? 
People tell us that the very small headway the notes, particularly 
the 5-rupee and 10-rupee notes, have made among the agricultural 
population is proof positive that the cultivator will have nothing 
to do with notes, but is this argument so very conclusive ( Have 
we supplied the cultivator with a currency note that fits in w^th 
his average income ? Have we given him anything that suits his 
average daily expenditure ! When we bear in mind that very 
eminent authorities place the average income per head in India at 
£3 or so per annum, say Rs. 3f per month, it should be clear that 
masses with an average income actually lower than even Rs. 5 a 
month cannot possibly make use of a 5-rupee note. Their average 
disbursements will hardly amount to an anna or two. Is it not 
absurd to expect any one of these masses to take a 5-rupee note ? 
How many will there be in his village rich enough to change such a 
note for him ? As a matter of fact even in fairly large sized 
to^ships, it costs an appreciable sum of money even to change a 
10-rupee note,—appreciable from the point of view of the 
cultivator, who can do his day’s marketing for half an anna. Hence, 
the cultivator insists on getting rupees, and declines notes,—-not 
because rupees are made of metal, but because they represent a 
more suitable unit. • 
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Our currency authorities have all tliese years failed to appre¬ 
ciate, and to make the best use ol, this lundamental fact that the 
ryot’s inocane and disbursements were small. They have gaily 
gone on coining heavily in years of heavy demand for rupees, the 
profits on coinage being perhaps an additional inducement to the 
Government. But the nemesis is now upon us. We are at war 
and however much it may be desired to ; in reduce suitable reforms 
in our currency, we are deterred by the fear that it might raise 
unnecessary distrust in the minds of the masses The Government 
therefore go upon the axiom that as many rupees must be provided 
as possible and where more rupees—more silver—cannot be procured 
—trade must be cut down so that there may be no demand for rupees. 
We have thus gone on buying silver until by our own action we 
have raised it to such lieights that we are now afraid of the 
frankeinstein we have ourselves raised. The remedies put into 
operation by the authorities merely prove how little thought they 
had given to this side of the question They are all makeshifts, 
and do not go to the very source of the trouble. The.se remedies 
merely temporarily relieve the strain on our silv* r reserves, and, as 
we go on, the strain reappears, and fresh makeshifts have to be 
brought into operation For what is the real source of tlu* trouble ? 
It is this war, which makes it impossible for us to get any gold 
without seriously harming the cause of the Allies, and which 
makes it impossible for us to get as much silver as we would like 
owing to competition by the Allies themselves and even neutrals 
for more silver for small coinage So long as this war grx's on, and 
probably for a good while after it is over, this scarcity of metal 
win continue. It is surely the part of sound statesmanshiji to 
think out the steps to be taken in all jiossible contingencies in tin* 
case of war. Did our ('urrency Authorities think it all out liefore 
the outbreak of this war i Evidently not, because the fears of 
scarcity of metal have been daily growing greater for the past two 
' years, and yet, what do we see here { Merely casting about to get 
more metal by hook or by crook. No consideration -seems to have been 
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given to the real problem, which was how to do without more metal ? 
We only see attempts made to get silver from every direction, even 
to the extent of preventing private purchases, and, that having 
failed to keep prices down, we see a deliberate attempt made to 
force gold out here. But nothing, or at least very little, is being done 
to manage to pull on without silver or gold. And the various 
measures taken so far, of which I shall speak more in detail below, 
have, without appreciably solving our difficulties, tended to harm 
this country, or the cause of the Allies the furtherance of which 
should be the paramount consideration, or both. I am not over¬ 
looking the fact that the authorities have thought of small notes, 
but so little importance do they seem to give to such notes to relieve 
our difficulties that after 12 months of the proposals being first 
considered we have only just had notes of 1-rupee, in circulation, 
while the 2i-rupee note is yet to come. It was on 15th December 
1916 that the “ Capital ” of Calcutta informed its readers that 
“ although when the last currency return was issued silver 
bullion was under coinage to the extent of nearly 2 
crores of rupees, while rupee reserve has declined 
5 crores since 7th November, there is not the slightest 
suggestion that the present rate of absorption will 
shortly cease. The Government consequently are 
considering further measures. The suggestion, either 
to import gold, or to release gold from the Currency 
Reserve finds little support. Melting would occur, and, 
while the reserve would be weakened, the circulating 
• currency would not be strengthened. Further rupee 
coinage is not entirely advisable, even though piacti- 
cable. The measure, we believe. Government are 
considering is consequently the wider utilisation of 
notes.” 

From what the paper writes in continuation it is clear it was the 
1-rupee note that was then under consideration. If it was then 
the consideration must have been very half-hearted indeed, because 
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we were still without the small note till 1st December 1917, while 
a good many of the things describ'd in the above article as 
undesirable have been tried. T will now take one by one a few of 
the so-called remedies:— 

1. Reduction of sales ok Council Bills. 

This was the first step, I)ecause there was not sufficient money 
in the Treasuries to pay them with if sold and the defence is put 
forward that it is no part of the business of the Government to 
finance trade. But to say that councils finance trade is really a 
'perversion of facts. A good deal of the time of the Chamberlain 
Commission was wasted on arguments whether Government should 
or should not finance trade, but as a matter of fact the Government 
is 'not financing trade. It is trade that has been financing the 
Government in the past Wliat happened was tliat Government 
sold sufficient councils to cover their ovt^n Home requirements, and 
then they went on drawing, as they claimed, to finance trade. What 
they really did was to intercept the yold that the trade of India 
had a right to. 

It had to be admitted in the evidence that there was no 
knowing when India would have a bad season and tJiat it was 
therefore prudent to sell as many councils—intercept and keep at 
Home as much gold—as could be managed to provide against a 
possible bad season coming on. In those pre-war days it was for 
the benefit of the Secretary of KState’s Treasury that gold was so 
intercepted. To-day, it is for the Treasury of the Empire-at-War 
that gold must be retained at Home But, in any case, even if it 
could not be brought out. it should be at least collected and kept at 
Home to fill the War-chest. (I will remark here that in the term 
gold, I here include gold credits.) Does the reduction of councils do 
it? No. It has the effccu of reducing .our export trade to the 
amount that could be financed, and so of reducing the prices of our 
staple exports or their quantities, or both. Is this to the advantage 
of the Empire? Sir William Meyer told the Indian Merchants' 
Chamber at Bombay in October last that “ we were not an absolutely 



136 


The Bengal Economic Journal. 


self-contained entity, but were a part of the great British Empire, 
and must, so far as may be, frame our policy so as to 
accord with the interests of the Empire as a whole.” I 
entirely agree, but what are the interests of the Empire as a 
whole i We are fighting a world-wide war, in which we have to 
buy hundreds of millions worth of goods for ourselves as well as for 
our Allies from sources outside the Empire and which we have for 
the present undertaken to pay for out of our own resources. The 
only way to do it is to pay gold and as this is not practicable for 
a very considerable part of otir purchases we must do it by our own 
exports. This looks a very element.'’ry remark, but I am afraid it 
requires being emphasised even in our Government circles. Now 
let us see what happens. As we know, England has, perforce, to 
devote all her energies to war equipment of all kinds. She cannot 
possibly provide all such equipment, and, provide in addition 
sufficient exports to pay for our purchases outside the Empire. It 
devolves on the Colonies and on India to export all they can, and 
to sell such exports at the highest prices possible, in order to get 
together the hrgest possible gold credits in neutral countries. 
England can then use such credite for payments outside the 
Empire, and give us credit in her own books, and ask us to wait till 
the war is over. But, the essential thing is to create such credits 
outside the Empire. The reduction of Councils prevents our doing 
this by curtailing the finance for our exports and to the extent that 
it does it. It is a serious injury to the cause of the Allies. 

The fact is that the present system of handling Councils 's 
vicious. Drawings for all manner of purposes are mixed up, and 
lead us into false steps I think it urgently necessary to create 

A SEPARATE AUTHORITY TO DEAL WITH COUNCILS FOR CURRENCY 

PURPOSES. 

Their drawings would be automatic, and limited only by the 
amount of gold or gold credits) tendered in London for rupees 
on India, or rupees tendered in India for gold on London,, with¬ 
out regard to the balailces in the hands of the Secretary of State, or 
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of the Government here. Then only will a policy more consistent 
with the Gold Exchange Standard that we have practically adopted 
in this country become possible The recent action of the 
authorities in raising the Exchange to 1 /5 would almost seem to 
show that they either df> not understand what the standard is that 
India has adopted, or that they wish to throw it over 
at the first opportunity. I shall have to say more about 
this later on. Another thing done by the authorities to 
increase our currency resources was selling gold bullion. This 
was a course warmly advocated by certain bullion brokers and 
dealers on the Bombay side and the authorities lent their ear to it, 
again proving that the remedies adopted were not well thought out 
in advance but were just what came uppermost to their minds at 
the moment. For a little thought would have shown our currency 
authorities that the people most likely to invest in gold wou’d be— 
not the small cultivator, but the well-to-do middle classes, the 
commercial community and the capitalist They could have seen 
that our difficulty was not to get back currency (notes or cheques), 
but metal rupees, and that the gold would be going to the classes 
who did not hold any large quantities of metal rupees. It was the 
masses that held the nipees and if their individual incomes were 
considered they were most unlikely to make any appreciable 
purchases of gold, and that consequently there was very little 
likelihood of tempting any quantity of metal rupees back into the 
Treasuries by selling gold. Unfortunately gold was sold and the 
results in gathering in rupee coins were, as ought to have been 
foreseen, most disappointing. But the mischief was done. An 
important reserve of gold was frittered away never to come back 
and that at a time when the Bank of England is straining every 
nerve to strengthen the Gold Reserves of the Empire. So much for 
the help we have been rendering to the Horae country as an integral 
part of the Empire. 

The attempt is again being made to induce the authorities to 
part with their gold. They are told that they must ultimately pay 
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out sovereigns when the season advances. Then why not sell gold 
now at rates much higher than Rs. 15 to a sovereign and malte 
money ? I hope the authorities now fully appreciate how important 
it is for the Empire to hold tightly on to its present stock of gold, 
of which the stock in the currency reserve to-day forms no despicable 
portion. I hope the mistake of last year will not be repeated 
and our Gold Reserves will not be again frittered away. 
This War promises to be still a long one, and the Empire will want 
every ounce of gold it has to fight it to a finish. Another make¬ 
shift tried by the authorities, again at the instance of so-called 
experts, was the 

3. Issue of the last loan in the busy season. 

These experts told the authorities and they did it apparently 
successfully enough to convince them,—even after the fiasco of the 
sales of gold—that the Loan proceeds woidd rake in rupees into the 
Treasury. We therefore threw over all precedents and floated the 
Loan in the tight-money period in April instead of waiting till the 
easy-money period in July-August The Loan, energetically 
pushed as it was, has been an immense success, but has not brought 
in any large amount of rupees This result also ought to have 
been foreseen, if, as pointed out above, it had been borne in mind 
that it was the small cultivator that had the coin, and he was the 
last man to subscribe to such Loans, and that this was not the best 
way to reach him. Another thing tried by the authorities was 
4. Prohibition of purchases of silver on private account tn 

London. 

It was thought that this led to competition with the 
Government purchases and made it much more difficult for the 
latter to secure supplies of silver. The immediate results we all 
know. It is well known that speculation in any market tends to 
prevent unnecessarily high prices by the shorts coming in as sellers 
as soon as the level se^ms very tempting. This regulating inflpenco 
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of the shorts was eliminated by the prohibition oidinance but, as it 
had failed to be accompanied by any indication of the resolve of 
Government not to pay more than a certain price, tlie effect was just 
the contrary of what the authorities no doubt looked for. In a very 
short space of time silver jumped up to 55d. Then only did it seem 
to have dawned on the authorities that the way to control the price 
of silver was not by controlling the action of the Indian importer or 
speculator, but by forcing the hand of tbe orightal seller. The 
Indian purchases cover mure than 50 per cent, of the world’s silve*’ 
and if the Government of India threatened to stand out and refused 
to buy except at a certain price, the market would collapse. 
Merchants know well enough that any consumer of even a smaller 
proportion than 50 per cent, of the total production of any commodity 
has the market for that commodity at his mercy, provided he knows 
how to make his power effective. Instead, we see such an important 
buyer as the Government of India absolutely at the mercy of the 
seller, because they keep on buying at any price the seller asks. 

We have not been informed of the negotiations wJiich ultimately 
led to the arrangement by which the .(krnerican Government buys 
100 million ounces of silver and gives 60 millions of it to India, 
but the way silver prices collepsed from 55(1 would seem to show 
that the attitude taken up by the American Government in the 
beginning of these negotiations was what really made silver holders 
throw over their holdings What is now wanted is that we should 
manage to do without more silver than these 60 million ounces. As 
during the past two years we have taken over 100 millions, the 
result, if only our authorities stand firm, will be to create a floating 
surplus of silver, which will weigh on the market, and bring silver 
prices further down. Rut, to do it succe.s.sfully, we want the 
alternative currency—the 1-rupee note—fairly well established, 
and hence the delay in their introduction is all the more to be 
regretted. 
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The oext thing done to strengthen our currency resources wns 
5. OBDINANCE to take OVEB all imposts of gold at CBBTAIM 

RATES. 

This in itself was a confession that the previous frittering sway of 
our gold stocks wae a mistake, because, otherwise, why should we 
attempt to prevent gold going directly into the market. This 
ordinance has been very useful as it has enabled us to get together 
a very considerable stock of gold in our Paper Currency reserves, 
where I hope it will remain. But even this has only improved the 
backing to our note issue and has not added to our supplies of 
rupees, which is the real difficulty. 

The next step tried was the most extraordinary of all. It was 
6. Raising of thk Exchange to 1/5. 

Even this could hot add to our supplies of currency. That is 
evident. What this measure would do and no doubt this is what 
was intended was to make the rupee equivalent of the gold amounts 
due to us smaller and in that way reduce the amount of currency the 
Government had to find here. This looked quite simple, but no 
thought seems to have been given to the great iniquity of such a step, 
as it tends to increase the burden of taxation on the cultivating 
classes and that in a way that places these classes at the mercy of 
the capitalist classes. It is putting money into the pockets of the 
rich at the expense of the poor. For this is what happens— 

Supposing we get £1 for a certain quantity of produce from 
buyws overseas, it means Es. 15 @ 1/4, but only Es. 14—2 @ 1/5. 
Now, the overseas buyer is not going to pay us more than £1 just 
because the Government here has thought fit to raise the rate of 
Exchange. Let us assume that the export merchant’s commission 
and charges come to 5 per cent. He will offer to the producer 14—4 
in the first case, and only about 151—8^ in the second. A good deal 
of loose talk has been indulged in in this connection and it has been 
said that the export trade will suffer. The apologists of the 
Government have translated this as the export merchant, and it has 
been easy for them to* show that the merchant will be ben^ted hy 
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the depression in the price of produce that this rise in Exchange 
must tend to bring about. But at whose expense—the ryots 
It is just this,—the putting of the ryot at the mercy of the merchant 
that makes the iniquity of the situation all the greater. The 
Government’s function should be to protect the weak and the poor 
against undue exploitation by the strong and the rich. On the 
contrary, we find here a measure which makes the ryot 

(1) find more produce to pay his dues to the Government; 

(2) find more produce to pay the railways for transport of 

his produce; 

(3) find more produce to pay the dues of his sowcar; and 

(4) find the extra produce which ultimately gives a larger 

sterling equivalent to people remitting home their 
profits made in India. 

As the bulk of the trade of the country depends directly or indirectly 
on produce and as merchants take care +o allow for all charges in 
arriving at the price they pay to the producer the result is that all 
charges fixed in rupees—stamps, telegrams, etc.—ultimately take a 
larger toll from the producer Doing this at t time when the 
restrictions on exports imposed by the war in the shape of trading 
with the enemy ordinances and freight have already hit the 
producer hard, as I already show earlier in this paper, the result 
will be that the cultivator will find the margin over his usual 
payments to the Government, the sowcar, etc , become daily smaller, 
while on the other hand the things that he used to buy with this 
margin in normal times get daily higher and higher in price and 
more and more beyond 1 is reach. This can only breed increasing 
discontent among the masses. Is it not sound statesmanship to 
avoid measures tending in this direction ? 

I know my talk of increasing discontent among the masses will 
be called an exaggeratioj by the apologists of the Government. 
They point to the big Bank balances in the Presidency towns and 
the booming share markets, but, fire the signs by which to read 
whether the masses are well or ill off ! Why not cast up the average 
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budget of the Jute producer in Uengal, or the Rice producer in 
Rurma, etc., and see whether his margin of well-being has improved 
or is worse. If it is worse,—I am afraid much worse—than in 
normal years, how can his lot be a contented one ? Is it the right 
time to add to his burden ? 

'What is most curious about this raising of the Exchange to 
1 /5 is that, while on one hand the apologists for the Government 
claim that such raising of the rale was justified because 1 /5 is now 
the gold point the authorities themselves, on the other hand, justify 
it on entirely different ground, mz.: — that the raising of the rate 
to 1 /£) was due to the lise in the grice of silcer, and that the raffes 
for Council Bills would continue to be based on the prices that the 
Secretary of State had to pay for silver. Those who 

defend the action with reference to the gold point have 

at least this in their favour, that the action according to them is 
consistent with the possession of a Gold Standard by India. I will 
not argue the point further here as a far higher authority has 
insisted that 1 /5 ivas not the gold point, and has made the Govern¬ 
ment of India pay only Rs. 14-8 per sovereign so long as the 
Exchange was kept up at 1 /5. A most anomalous position has been 
created. 

The Government pays only 14 —2 per £ by councils @ 1/6, 
and can pay only 14—8 per sovereign landed on our shores 

but must consider it as 15—0 in internal circulation, while 

this same sovereign sells (a Rs. 17—in the bazars to-day. 
The necessities of the situation may perhaps make the authorities 
helpless as regards the selling pr«ce of the sovereign in the bazars, 
but they would have done well, as sewn as the Bank of England 
insisted on their paying only 14—8 here so long as they left 
Exchange Cw 1/5, to reduce the rate of Exchange and make it 
more consistent with paying 15 rupees to the £ on imported 
sovereigns. They have persisted in keeping the rate up, with what 
object it is for them to say. Sir 'William Meyer has tried to explain 
this away by talk of an internal and an international exchange, the 
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former being between gold and 154 grains of fine silver. Nobody 
has cared to ask what silver has to do with it at all ? Are we not 
on a gold standard ? • Is not the rupee a meie token and not a full- 
value coin? Has not the Chamberlain Commission said over and 
over again that the rupee was only a token ? T have already said 
that the authorities do not clearly appreciate what the Gold 
Exchange Standard is and what our unit of currency is. If our 
Exchange is to rise in proportion to the rise in the price of silver, 
in what way are we different from (^hina, a silver standard country { 
What is our basis unit? It ?> «.oM54 grains of fine silver, but 
IQd. worth of fine gold. Ever since the currency changes of 
1893-1900, the rupee is merely a note for 16rf. printed on strips of 
silver and the value of the material on which such note is printed has 
nothing to do with its value in the circulation. By reinstating the 
rupee,—because that is what it means if the price of silver is to 
control the fluctuations of Exchange the Government has really 
thrown overboard the Gold Exchange Standard, and nullified the 
efforts and sacrifices involved in getting it in the past twenty years. 
Bengal was most prominent in the agitation whic)' ultimately gave 
us the Gold Standard, and it has been a great surprise and dis¬ 
appointment to the supporters of the Gold Standard in this country 
that there should have been so little protest against this revolution¬ 
ary action of the authorities. The nemesis for this very ill- 
considered action will face the authorities one day in the not 
distant future. If they now claim that the cultivator shoidd only 
get 14 or 13 rupees per £ because it can btiy only .so much silver a 
day will come when the cultivator will claim to get 20 or 22 rupees 
to the £ because that much silver can then be bought for a sovereign 
With what consistency can the authorities then refuse s\ich a 
demand ? 

It has been argued that the Currency Commission never 
thought of the Exchange going beyond 1/4 as conditions like the 
pi«9ent had not then even been dreamt of. But they most certainly 
understood what a Gold Exchang Standard implied that 
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Ihey were {giving to India. In their report there are two 
distinct statements pointing to the need of 'preventing the rate 
going above 1/4. Sir William Meyer brushes aside these in his 
reply to the Indian Merchants’ Chamber, but I will note than 
again here and leave it to the members of this conference to judge:— 

In para. 30 they speak of the Indian Branch of the Gold 
Standard Reserve as needed to prevent the poesibility of the 
Exchange value of the Rupee going to a premium over 1 /4 through 
a failure in the supply of rupees. Sir William Meyer would 
make out that they thought this consideration so unimportant 
that they recommended the abolition of this Indian Branch of the 
Reserve by transferring the rupees to the paper currency reserve. 
The considerations that impelled the Commission are different as 
can be seen from their Report, but we will let that pass. 

In para. 21, commenting on Act 22 of 1899, they expressly call 
it a statutory means of preventing the rupee from rising 
above the par of ifi If the Exchange ought to have 
gone up with rises in silver, why did the Commission 
make such a meaningless comment ? But it was not 
meaningless. Gold Exchange Standards were in operation for 
years before 1913 in other countries and the difficulty we are now 
faced with here, viz., the bullion value of the token coin having gone 
beyond the value assigned to it in the currency, had arisen in those 
countries and such difficulty and the solution of it that had been 
adopted cannot fail to have been known to the various financial 
experts on the C!ommission. But because they did not suggest any 
remedies on such a situation arising as the rise in silver beyond 
43rf. was such a distant eventuality then, it is but poor argument to 
disregard their above undoubtedly carefully weighed statements. 
But this is not all. It is not as if this conclusion of the Commission 
was merely a matter of their own opinion. The official witnesses 
before the Conunission had themselves correctly understood the 
Gold Exchange Standard as it should be understood. They knew 
that it meant keeping the Exchange rate with the U&en curreoicy 
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between the gold points. They knew <hat this implied presenting 
its going above the upper geld point. As the authorities have tried 
to ntake out that this was not the case and as apologists for them 
in the public press have insisted that there was no undertaking to 
prevent the rate going l)eyond the upper gold point, T will cite here 
a pail; of the official evidence before the Chamberlain Commission. 

Sir Lionel Abrahams in replying to question 693 said :—“ If 
one is to maintain the parity of the rupee and the sovereign, one has 
to prevent the rupee from going down end one also has to prevent 
the rupee from going up.” 

Mr. F. W. Newmarch evidently insisted on the same thing as, in 
question 1376, this is what the Chairman says to him “ You say 
in para. 25 of Appendix VII that it is as important to keep 
the Exchange from rising above the gold point as to prevent it 
from falling melow the gold point ” and the Chairman adds I 
think Mr. Abrahams told us the same thing " 

As the two statements above might be called only general .state¬ 
ments applying to matters immediately under consideration, I will 
now turn to Mr. H. F Howard, another official v itness, to show how 
he understood the Gold Exchange Standard. In question 8349 he 
was asked :—“ When you say the scheme is to keep the loc-al currency 
near a fixed par of gold, do you mean a faction above or a fraction 
below par 1 ” 

Now, if Mr. Howard had understooii our currency system to 
be as the authorities now claim to make it out, viz., that their obliga- 
ticai was only to prevent the rate going below the par agreed upon, 
and it did not matter how much above par it went, as they had given 
no undertaking in that direction, it was easy for Mr. Howard to have 
replied that he was concerned only with the lower side of the par. 
But, he did not say anything of the soit.* His reply was:— 

“ I mean within the gold point on one side or the other.” 

Some apologists of the Government put the blame on the system 
being a “gold rxchange stand uin" instead of a "gold 
STANDARD ” and thereby want to imply that the former means liberty 
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to move the ]>ar up and down as it might suit the authorities. The 
official witnesses had no such notions They knew what our standard 
really was. Thus while the authorities now contend that the silver 
lupee is our standard coin and the price of the sovereign must move 
up and down with the price of silver, Mr. Howard (c f. Question 
8399) was emphatic that go/J woft now the standard metal of the 
Indian Currency \ great many questions might be here cited to 
show that it was thoroughly understood that the rate would move 
only within the gold points, notwithstanding our being on a Gold 
Exchange Standard. However, wc find one of these witnesses— 
the one perhaps who had been most closely connected with all our 
Currency changes—Sir Lionel Abrahams, claiming that our 
system was even more than a pure Gold Exchange Standard and 
that “ it was on its way to becoming a combination of a Gold 
Exchange System, and a Gold Currency System ” (c f Question 623) 
He even goes further in Question 933, and says Actually I 
should say that we have a gold currency, only the people of India do 
not use it very freely ” He also says in reply to a (juery by Sir James 
Begbie (Question 485)—Scientifically “ I would say that when 
you have a par of Exchange between two countries, with an upper 
gold point and a lower gold point, the natural thing is to carry on 
your ordinarinary transactioiio in the ordinary way so long as yo\ir 
Exchange is between that upper gold point and that lower gold 
point." 

T think I have quoted sufficient official evidence to show that 
what these official witnesses understood o\ir system to be was that it 
was practically a Gold Standard, and that there was an upper and 
a lower limit to the Exchange fluctuations, i.e , that the rates would 
fluctuate between Gold Points If the authorities were willing to 
undertake anything, it was to prevent the Exchange going beyond 
the upper Gold Point, and that object had been served by agreeing 
to sell bills to an unlimited amount at 1 /4^. It was rather about the 
lower Gold Point, the point at which they should sell bills on London 
for an unlimited amount, that they felt at all diffident. 
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So much for the hollowiieso of tlie defence of their action in 
raising the rate to Rs. 1/5. As 1 say above, this was the latest ol 
their various makeshifts, and while it has not added anything to 
the supply of rupees, which is the crux of all our troubles, it has 
added greatly to the burden of the Indian producer, and at the same 
time driven a coach and four through our laboriously built up Gold 
Exchange Standard. Now for the remedies. 

The principal remedy arises out of the consideration of the 
present real nature of the rupc'c Jieforc 1893 the rupee was the 
basic coin of our currency system; it was the silver standard, and 
was current at its intrinsic value in silver. Since the momentous 
changes of that and subsequent years, the rupee is no longer the 
basic coin. Our coin is a unit worth 16rf. in Gold. It has 
passed current (oj 16^/. all these years, when its intrinsic value 
was only 9<f. or 10<f. only because the public believed in the power 
of the Government to keep its value at J6(f, It was practically a 
currency note printed on silver. If this basic fact is properly 
grasped, the remedies follow as a matter of course. Let us assume 
for a moment that for some reason paper becomes so very dear that 
it could not be used for printing notes. We should be then using 
some other and cheaper material, say leathei. All talk of making 
loss on coinage of rupees is due to not grasping ibis very elementary 
principle. 

The real remedy would be—to call in the present i.ssue, and 
issue fresh rupees of («) lighter weight or (&) lighter value. In 
other words, we should provide a fresh coin of either {a) a smaller 
size, and containing therefore less fine silver, or, (6) a new c dn of 
the same size and weight but of lower fineness. This may be called 
a revolutionary change, but other countries, faced with the same 
difficulties have done it, and we have their experience to guide us. 

Personally, I think further coinage of rupees of any kind 
extremely harmful, and even dangerous for the future stability of 
our currency system. 1 favour the One-Rupee Note. As I 
say above, the present rupee is nothing more than a note 
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passing current only by the authority of the Government at ics 
back. Only, it is printed on silver. Why this extravagance, I 
ask ? Why print it on silver at all ? Why not print it on paper 
which is good enough for notes of much higher value ? There will 
be a distinct and a very important advantage. The constitution of 
the Gold Standard Reserve depends on the profits of coinage, but 
at present prices for silver it is only a penny or so that can go into 
the Reserve, while by issuing ordinary paper notes we can put all 
the I6d. into the Reserves. (It will be the Paper Currency 
Reserve.) 

It has been argued that the masses do not like and will not take 
to currency notes and the comparatively small circulation of the 
5-rupee notes is cited as conclusive evidence. As I show above, the 
real reason was that even a 5-rupee note was too big for the great 
masses of the population. Only the middle and lower middle class 
can conveniently use it, It will lie instructive to see how these 
classes appreciate the convenience of the notes as substitutes for 
metal rupees. In this conaeciion, wc find a very useful table given 
in para 27th of the report of the C/ontroller of Currency for 1910-17 
in which the number of notes of each denomination in circulation on 
31st December of each year for each 10,000 of the population is 
given. We find there ^’hat the circulation compares as below :— 



1914 

1916 

difference 

per cent. 

5 Rs. Note 

87 

189 

increase 

117 „ „ 

10 „ „ 

416 

673t 

»» 

61 „ „ 

50 ■„ 

88 

14 

M 

60 „ „ 

100 „ „ 

42 

76 

>5 

80 „ „ 

600 „ „ 

14 

14 

>» 

none „ „ 

1,000 „ 

3 

29 

decrease 

d ,, „ 

These figures are 

for all India. 

Are they not very eloquent of the 


need of an unit that suits the small size of the disbursements of even 
the lower and middle classes? As can 1 m' seen the increase in 
circulation of the 5-rtipee note has been far and away greater than 
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that of any other note. Is it not at lejist some evidence that a still 


smaller unit was likely to be as popular 'i 
The above figures are for all India. 

If wc go deeper, we find 

the figures even 

more interesting. 

Thus, 

the circulation of 

the 

5-rupee note in 

the important centres compares as below :— 



1914 

1916 

difference per 

cent. 

Bombay 

... 162 

419 

increase 158 „ 


Karachi 

... 100 

317 

217 „ 

>> 

Calcutta 

... 30 

47 

» 56 „ 

)» 

Madras 

... 119 

215 

81 „ 

>> 

Rangoon 

... 75 

134 

» 79 „ 

>> 

Lahore 

... 127 

279 

„ 120 „ 

n 

Cawnpore 

... 26 

27 

4 

>} * jj 

»> 

If we only bear 

' in mind that we 

see this 

expansion in the 

note 


circulation at a time when the masses were supposed to be full of 
fear and distrust as a consequence of this war, we can understand 
the hollowness of the fears expressed that the new 1-rupee notes 
will create or increase distrust. As I am addressing this to a 
Conference in Calcutta, may I be allowed to ask (hose present why 
Calcutta makes such a poor show in the use of small notes ? Have 
not your Jute magnates a good deal to plead guilty to in this 
matter ? In Bombay, they pay wages by notes as much as possible. 
Why was this not tried in Calcutta long ago ? We know that when 
it was tried recently very little difficulty was found. 

When Sir William Meyer met the representatives of the 
Bengal Chamber of Commerce in Calcutta in the middle of August 
last. Sir Archie Birkmyre told him that t®e Jute Mills were 
introducing the 5-rupee notes in the payment of wages and 
Mr. Mansell confirmed this for the mills in which he was interested 
and said the system had been in operation for about 4 or 5 months 
and the workers accefted the notes quite willingly. This last is 
very important testimony in refutation of the doctrine that the 
illiterate classes will not take notes. We may well ask Calcutta 
why no serious attempt was made to use the small notes years ago. 
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Cannot the Calcutta people see that this is a direction in which 
we should seek for the true solution of our currency diffiouttiwt 
Because, unless we can find some way to do without more coinage of 
rupees, our currency situation will continue to present very serious 
difficulties both when silver is very high, and when it is very kw. 

The figures for Cawnpore above given are the most disappoint¬ 
ing. Can it possibly be due to the deliberate policy of forcing 
sovereigns into circulation of which Sir Alexander McRobert spoke 
before the Chamberlain Commission or is it due to the lower middle 
class being unimportant in the Cawnpore district? The Upper 
India Chamber of Commerce might well study this point as it is 
extremely important that India should not be drawing Gold to any 
important extent for some years even after this war is over. 

The Lahore figures are the most interesting to my mind. The 
Punjab wheat cultivator, we are told, is very fond of gold and 
wants sovereigns and failing them rupees. Government has given 
them gold in tlie past two ytears and thus allowed our gold resources 
to be frittered away, quite oblivious of the fact that it was the 
premium on the sovereign that they are there after, as it makes the 
prices realised so many per cent, higher in rupees. We find that 
even in Lahore the increase in the circulation of the 6-rupee note is 
very much greater than in Madras or Rangoon and more than 
double that of Calcutta. 

It is to my mind very patent that notes go freely wherever they 
have been given a fair chance. The authorities up to now do not 
seem to have attached sufficient importance to the spread of the use 
of notes, otherwise 1 cannot understand the cheese-paring policy 
adopted in providing cashing centres. The cost of providing these 
is given too much importance. The cost to the country of having 
to coin a large amount of token money is not given sufficient weight. 
The former might mean lakhs. The latter will mean a loss of crores. 
I have spoken of giving the notes a fair chance. What I mean is 
that means should be taken to avoid their going to a discount, even 
in important business ‘or industrial centres like Ahmedabad, as th^ 
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now do. The discount on the 5-rupee and 10-rupee note that the 
Marwari shroff in the bazars insists on is nn appreciable loss to the 
po(^r classes and therefore to that extent an appreciable impedi¬ 
ment to their more freely taking the notes. We have also the 
inertia on the part of large employers of which we saw evidence in 
Calcutta to contend against. We saw that they did not try to pay 
wages in small notes until very recently. Cannot the authorities 
make them change their ways (here and in other industrial centres 
too ? The procedure might be— 

A census should be taken of all industrial concerns employing 
say over 50 people to find out how they pay their wages. It will be 
easy as the inspectors of factories will have the list ready and have 
only to send out a circular letter. 

Next map out the districts paying only in coin and not in 
notes. Let Government instruct such factories to pay only in notes 
of 6 and 10 rupees to all its labour as far as the notes can be used, 
i.e., the 5-rupee note to be used for all payments over Rs. 5, and both 
the 6-rupee and 10-rupee for all payments over Rs. 10. This is 
nothing revolutionary. It is done by most milio in Bombay, and 
is, I understand, the practice even in a new place in the jungle like 
Sakchi. 

Let Government undertake to provide cashing facilities in the 
neighbourhood of such factories This will appear a large order, 
but it is not. At present a factory paying Rs 10,000 draws 
away 10,000 coins to pay wages Hereafter it will only get notes 
with a small proportion say 10 per cent in coin to pay odd sums. 
The Government will at the same time provide the 10,000 (or 9,000) 
coins in its cashing offices near the factory. The cashing should, 
in new areas, be absolutely free for Rs. 5 at a time. The cost to 
Government will only be transport charges, and the salary and rent 
of the cashing c^Bce. A mere trifle in fact, if, at the end of the 
*year, we can get the labour in that particular area to take to notes 
nnd to use them freely, as they do in Bombay. I would suggest tox 
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such experiment, Ahmedabad, Nagpore and Cawnpore to begin 
with. 

A similar experiment is urgently called for in the important 
interior marts of cotton. At present many of these only know coin, 
and we have it retailed to us that the cultivator will never take 
notes. The authorities swallow this dictum of so-called authorities 
on the subject of the masses without stopping to inquire why the 
cultivators’ cousins who flock to Bombay in thousands for work in 
our factories and docks accept notes without any di'fficulty. The 
real difficulty is that of want of facilities for free or at least cheap 
encashment, and it will, in the long run, pay the aiithorities to go 
to the expense of providing such facilities as widely as possible. It 
does not speak much for the enterprise of our Currency Department 
that coins should still be the sole medium of exchange at many 
important emporiums of trade up-country. Increasing the number 
of circles or universalising notes is not everything. Cashing 
facilities should be provided on the spot at each such centre one after 
another until notes get fairly well established there. What can 
be achieved with a little enterprise is described in para 24 of the 
report of the Controller of Currency for 1915-16, and reflects great 
credit on the Agent of the Bank of Madras at Guntur. We read 
that “ early in the year the Mar^ries endeavoured to work up a 
business in encashing notes in the bazar at a discount before and 
after Bank hours, but the branch Agent se''ured the temporary use 
of a godown in the bazar, and during the ^arly mornings and late 
evenings he took for several days whole rupees to this godown, and 
issued them freely in exchange for notes. The Agent’s action in 
thus opening a temporary note exchange in the bazar outside Bank 
hours stopped the Marwaries' little game, and notes now circulate 
freely in the bazar at par. Business transactions between the 
merchants of Guntur are now settled in notes instead of in rupees 
as formerly.” Can we not hope for similar enterprise elsewhere 
with similarly promising results? If the drain on our stock of 
metal rupees could be'at all reduced, it will mean a saving of crores 
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of rupees to the country by avoiding the necessity for further 
purchases of silver at present absurd levels, compared to which the 
expense of providing- encashment without discount in say 60 more 
centres is a bagatelle. 

People who sell and buy gold and silver and who therefore 
think they know all about currency have strongly opposed in the 
public press my* long and insistent preaching of a larger use «»f 
small notes. Their arguments are 

1. That the note issue was getting unwieldy and was leading 

to inflation. 

2. That it meant inconvertibility. 

3. That forcing such a note on the masses was dangerous in 

the present state of political feeling 
I will take the last point first. I have already said that small 
notes will conform more to the small disbursements of the masses, 
and will be readily taken. India is not very different from China 
where the one-dollar note is freely taken, nor from Japan of 20 
years ago, when, as now, the one-yen note was very freely taken. It 
will perhaps be news to most people that although Japan is a Gold 
Standard country one never or hardly ever sees a single gold coin in 
circulation in their bazars. India is again not very different from 
the Straits where in fact the labour is largely Indian, and where 
the note goes freely. We know the note has been introduced 
successfully in Ceylon. 

Perhaps the most impressive instance of how easily and 
effectively notes can be substituted for coin wBere the authorities 
want to do it is to be found in Egypt. We know that the Indian 
cultivator is most certainly more docile ^d less fanatic than the 
Egyptian. We know Egypt is in the very theatre of war, and the 
populace, mainly Mahomodan, has some grievance in our having to 
'be at war with Turkey. And yet the note has been introduced there 
with astonishing rapidity since the outbreak of the war- I will 
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quote here frcmi the Note of the Acting Financial Adviser on tiie 
Budget of 1917 (Journal OflRciel of 12th April 1917)— 

“ The circulation of the notes of the National Bank of Egypt, 
which under the rigime of forced currency, have 
replaced gold as the circulating medium of the country, 
has continued to expand.” 

Then he gives the figures showing a note circulation of 
1,835,000 £E on 31st July 1914 raised to 
20,807,000 „ 30th November 1916 

or twelve times as much as it was before the war, when it was, as we 
can see, insignificant. What an economy of gold it all means ? 
Does not the Bank of England wonder why we cannot do it here and 
feel so helpless unless we have more metal for coining ? 

Lower down in the same Note (page 7) the Financial Adviser 
.aayis— 

“ The amount of notes retained in the hands of the public has 
been more than sufficient for any permanent expansion 
in the requirements for ordinary circulating purposes, 
and indicates that the notes so retained represent the 
profits of the people from their crops, and are hoarded 
in the same manner as gold was hoarded befor*.” 

This independent; expert evidence of what is happening in Egypt 
strongly corrobcvates the opinion I advance, that in India rupees 
are similuly hoarded, and if we provide the masses with notes of 
(me-rupee instead of the coin, the masses here will put the notes in 
their hoards without much difficulty. 

. As for inconvertibility, what I advocate is making the 1-rupie 
note a part of the present total issue, and therefore backed by the 
same backing as the other notes. That the total issue could be 
expanded has been clearly shown by the fact that it has been 
expanded from about 66 crores in 1914 to 114 crores now. If the 
rupee notes had been issued as a part of the extra 49 crores so issued, 
say for 10 crores, thefi 10 crores of coin would have remained in the 
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Treasuries, and to that extent strengthened the backing of aU the 
notes. 

As for inflation, this is also an ignorant cry. We ought to 
analyse the inflation and see which prices are inflated. As I show 
above, the prices of our staples, wheat, rice, seeds, jute or cotton,— 
have not been inflated in anything like the proportion of imported 
goods, and it would be rank ignorance to ascribe the high prices of 
imported goods to any inflation of currency. We cannot control 
the prices of these things and only have to pay what is asked. 
Cotton is our only staple even somewhat inflated, and that also is 
due, not to any inflation in our own currency, but to the very high 
prices asked by Lancashire and Japan for imported piece-goods, 
which enable our own mills to pay higher for their local raw 
material. Cotton is also fortunate in the fact that its chief buyers 
were the Japanese, an Allied nation. 

I have begun this section with the heading Remedies but have 
so far spoken of only one—the one-rupee note—because it is the 
most important, and the other steps for alleviating our currency 
shortage are subsidiary to, or spring from it. Among these are 

(a) placing a maximum price on silver beyond which the 
Indian Government will refuse to buy. (This it can 
only do if it feels itself sufficiently strong by the 
reception given to the small Note.) 

(5) scaling down the fineness of the rupee as soon as silver 
is below 40d. (Then, if it is declared that certain 
issues of rupees will cease to be legal tender after a 
certain date, such proscribed coins will rapidly flow 
back into the Treasuries.) The scaling down of the 
fractions should be undertaken even now. . 

(c) making swne serious attempt to* prevent the authority of 
the Government being flouted as it is by sovereigns 
being openly bought and sold for melting purposes. 
A little inquiry into the accounts of the dealers in 
sovereigns might do a lot of good 
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We might here take a leaf out of Egypt’s book, and make Hall¬ 
marking of gold ornaments compulsory. This will give valuable 
indication of the amount of gold still going into ornaments. A 
consumption tax of some sort would also be in order, as not only is 
(t an useless luxury, but a luxury dangerous to the Empire in these 
difficult times. 

(d) stopping all issues of gold from the Currency Reserves. 

They are not wanted for currency as sudi but for 
extraneous profits by sale at a premium in the bazars. 
All gold should be absolutely retained in the 
Treasuries as the final and the strongest kind of 
backing to our notes, if we leally still have the Gold 
Standard in this country. 

(e) stopping all wholesale issues of rupees {i.e., instead of 

letting the manufacturer or the merchant take away 
say 1,00,000 rupee coins to pay for wages or produce, 
Government should issue small notes to the manufac¬ 
turer or the merchant, and itself take the 1,00,000 to 
a suitable cashing office in the centre required. This 
seems useless reduplication, but it is not.) 

(/) making our bankers understand that it is highly important 
to develop the use of the cheque in the native 
mercantile community. To me it seems a most extra¬ 
ordinary state of things that even in a great city like 
Bombay the native bazars do not use the cheque in 
their enormous daily pa]anents to each other. It is 
all notes, or mainly notes. Why should this continue ? 
The bazars make and receive their payments after 
4 P.M., i.e , after the European Banking hour. Cannot 
scane one show the enterprise of the Guntur Agent of 
the Bank of idadras above referred to by having 
branches at suitable centres in the native bazars 
where banking will be carried on during native hours 
of busifiess, and in native ways, mtd in a native 
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language i Is it not strange that we never expect 
an Englishman to do his banking in French and yet 
expect the native business community to do their 
banking in English i This problem of language is 
not so difficult as it seems. The Eastern Exchange 
Banks have solved it through the system of compra- 
dores in a much more diflicuH language like the 
('hinese The spread of the cheque is extremely 
important, because the great expansion of our 
currency note issue the consequences of which are so 
much dreaded by so-called experts is really due to 
larger amounts having to be dealt with in all transac¬ 
tions to-day, and necessitating larger clearing house 
figures, which, where the native bazar are concerned, 
means larger turn-over, not of cheques but of Notes, 
(y) taking steps to provide the market with a form of 
investment for their floating cash, i e , Treasury 
Bills, which I suggested being issued here in a letter 
to the Times of India early in August last. I 
congratulate the authorities on this step, but like 
many other of their steps in currency matters, it has 
been half-hearted and hesitating. If properly 
handled these bills would replace notes in the hands 
of the bazar, but the authorities have been afraid to 
issue 4-mooths bills They do not yet realise that in 
such matters the more confidence the authorities show 
in their own resources, the more confidence will the 
public have in them Their issuing 6-months bills 
means taking them over the entire busy period. The 
native sowcars who mainly finance our movements of 
produce would be foolish indeed if they allowed their 
resources to be locked up when most wanted. For 
locked up they would be when badly wanted, unless we 
(h) provide some means of putting the ultimate reserves of 
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the country in touch with the market. One of the 
points most carefully gone into before the Currency 
Commission was the need of loans from the Govern¬ 
ment balances or the Paper Currency Reserve to the 
market at times of stringency. I think it high time 
that Government should declare that such loans will 
be available (ft) 6 per cent, on suitable security. It 
might be argued that money is so easy now that 
nobody will want to borrow. All the better. Where 
is the harm in the announcement < What is essential 
is that there should be confidence in the minds of the 
market that any serious stringency will not come. As 
many witnesses before the Commission testified the 
amount that would be required was thought to be 
comparatively small. The knowledge that such help 
was available when wanted was the thing. 

I know it will be argued that Government is busy with this war, and 
that such an important innovation is not to be thought of. 1, on the 
contrary, urge that it is a war measure that I am recommending, 
and as such one that .should be urgently given effect to. With 
crores of its own short dated paper in the market, Government 
should not allow the least chance of its being refused discount, or 
the result will be disastrous to all our war finance Enquiries made 
by me elicited from one banking quarter the response that the 
Treasury Bills would, as a matter of course, be discounted, and 
probably even under Bank Rate. From another quarter the reply 
was that tve cannot count upon discounting them. They will be 
available only for Loans like other Government paper, at a margin, 
and if at that time the funds were available. Sir Shapoorji 
Broacha told the Chamberlain Commission (Q. 862) that he could 
n >t get an advance on a mere lakh of rupee paper at one time. Let 
the authorities be warned in time and take suitable steps so that 
discount of their Treasury Bills may under no circumstances be 
refused. The Bank^ are not to blame, os they cannot lend more 
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than the funds they may dispose of. It is for the authorities to 
assure them that they will back the banks if needed. This implies 
another important step, viz. 

(j) making the limit of the lidiiciary portion of the I’aper 
Currency Reserve elastic instead of leaving it rigid 
as at present Part of such fiduciary investment 
could then be in temporary advances to the market. 
From what I say under t it will be seen that this also is an essential 
war measure which should be given effect to now It may be 

interesting to again quote from Egyptian practice in this connec¬ 
tion. (Journal Official, April 1917, p. 8) 

“ Until last September the statutory minimum of one-half 
reserve in gold was maintained in cover of the issue, but 
in view of the laige expansion anticipated in the winter, 
and of the inexpediency of causing further drains of 
gold from the reserves of the Bank of England in 
existing circumstances, the National Bank was 

authorised to keep a lower proportion than one-half in 
gold The gold holding now amounts to £E5,500,000 
against an issue of 20 millions, the balance being 
represented by British and Egyptian Treasury Bills 
and other first-class securities.” (This proportion 
might be carefully thought over by our Currency Autho¬ 
rities, who seem to think it very kild to hold even a good 
deal smaller proportion in securities They do not seem 
to be afraid in Egypt of a percentage as high as 75 
although the free use of notes is so new there, and the 
population mueh more fanatic and excitable than we 
have here.) 

The next thing I think important for the safety of our edifice is 
(A*) a freer issue of Councils to meet the demands of trade. 
The connection of this measure with Currency matters seems remote 
*et first sight. But a little consideration will show that it is not so 
remote. As gold cannot be imported to pay for our exports, the 
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Government must, in its own interests, supply a substitute in the 
shape of currency here against payment to it in Sterling money in 
London. This is essential to help the crops to move promptly. Ifth^ 
are not so moved and money is allowed to be locked up in them, we 
shall be providing material for a serious stringency on anything 
going wrong and, in the present highly-strung condition of the 
public mind on account of the war, it will be but a short step from 
stringency to a panic and people will scramble after silver and gold 
coin, an eventuality our currency authorities should do their utmost 
to ward off. We have the machinery for such larger Councils in the 
Gold Notes Act, which allows issue of notes here against gold in 
London. Only, in the present case, it will not be metal, but a gold 
credit at the Bank of England, to pay for gold or silver as and 
when available to us What Egypt has done in this direction is 
again instructive. The Financial Adviser says on this subject 
(P-8) 

“ As notes have been issued only in response to the legitimate 
demands of trade and their equivalent has been auto¬ 
matically deposited in the form of liquid security in 
London, inflation has been entirely absent, and the 
Exchange with London has been maintained at or close 
• to par.” 

This last remark, I hope, will be carefully noted by our authorities 
here. 

I know the defence has been put forward that the restriction 
of Councils does not restrict exports, as they are already restricted 
by the amount of freight available, but if there is any substance in 
suph defence, why don’t the authorities allow sufficient Councils to 
finance exports to the extent of such freight as is there ? Why* do 
they go out of their way to put this further restriction by reduced 
sale of Councils? If the freight is not there, merchants cannot 
ship, and will not have the bills to offer to the banks, and the banks 
will not offer for more Councils than they have bills for ? In these 
days of a 5 per cent. 'Bank rate at Hmne, he will be a very foolish 
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Banker that will needlessly get money out here. And 1 again 
repeat that this restriction of Councils, to the extent that it hampers 
our exports, is a serious disservice to the Empire and the Allies. 

This paper is already longer than 1 had thought of making it, 
so I will now close with the hope that the considerations advanced 
will be found at least worthy of further study and unbiassed 
consideration by the authorities and interests concerned with a view 
to suitable action. 

B. F. MADAN. 



INDUSTRIAL DEVELOPMENT OF SOUTH INDIA. 

(Pafer read at the Bengal Economic Conference.) 

By South India, for the purpose of this paper, must be understood 
the district to the south of the city of Madras. It includes the 
richest and most populous part of the Madras Presidency and the 
thriving states of Cochin and Travancore. If we study this country 
from the point of view of the geographical background to its indus¬ 
trial life, we observe that it is a tropical country destitute of coal, 
that it has no navigable rivers, that it is divided into two unequal 
portions by high mountains which ore broken by the Palghat 
Gap, but which at other places are very difficult to cross, 
being, m some parts, still unexplored; that on the eastern side the 
coast presents no natural harbours, but on the west some natural but 
undeveloped ports. It cannot be asserted that these conditions are 
favourable in themselves to rapid industrial progress; nor is the con¬ 
dition greatly assisted by a high development of artificial means of 
transport There exists, besides the railway lines which connect the 
city of Madras with Calcutta, Bombay and northern India, one 
railway which passes through the Palghat Gap and links the western 
coast with the provincial capital. There is also what is termed a 
railway, but which perhaps might be more correctly described as a 
steam tramway, the metre gauge line of the South Indian Railway 
Company, the single track of which meanders from city to city and 
gives Madras its only means of communication with the state of 
Travancore and the island of Ceylon. Roads, also, are very 
imperfectly developed. 

We should also take note of the psychical and sociological back- 
groimd to South Indian industry. The country has the drawback 
of the tropics that it is full of tropical diseases. The death-rate is 
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smaller than for the rest of India, but diseases which, like malaria, 
elephantiasis and hook-worm, do not kill so much as impair vigour 
and vitality are extraordinarily prevalent. The people are generally 
of poor physique, and, as a rule, not capable of anything like the 
intensify of physical exertion which is attained by the people of 
North India. The dominant language js Tamil and the develop 
ment of the Tamil language seems to me to be one of the most 
remarkable achievements of the human mind. Literary Tamil is, in 
my opinion, the most subtle engine of thought of any language I am 
at all acquainted with; and its versification the most elaborate. We 
are continually securing fresh evidence of the antiquity of Tamilian 
civilisation; and the theory which has been suggestel by some 
scholars that Babylonian civilisation was originally an off-shoot of 
Tamilian appears to me to be by no means improbable. We have m 
fact, in South India, a living survival of the most ancient system of 
civilisation that the world has known; and it is natural therefore 
that the mind of the Tamilian should be dominated by the worship of 
ancient tradition. We may, in fact, sum up the psychological 
atmosphere and sociological condition, by sayir.' that the South 
Indian is the sup r-Indian. 

It is further of some importance to note that the governmental 
system of the Madras Presidency differs in one respect from that of 
the rest of British India. There are no Commissioners exercising 
authority over the Collectors; and T am inclined to think that the 
Madras governmental system is a less perfect instrument for crushing 
out initiative in its local administrators than that of other Presi¬ 
dencies. Madras is proud of its nickname “ the benighted 
Presidency,” for we are disposed to think that we are considered 
benighted merely because our opinions sometimes differ from those 
of the rest of India, and we observe that .in the process of time the 
despised opinion of Madras is sometimes adopted by the superior 
Presidencies. As an example I may refer to the views of Sir 
Frederick Nicholson in connection with co-operative banks, 
fisheries and soap, and to the creation of an industrial department 
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of the local Government under Mr. Alfred Chatter ton at a time when 
such action was r^arded as heretical, not only throughout India, 
but also in the office of the Secretary of State. Before our 
Department of Industries was scotched by Lord Motley it had 
established successfully the Chrome Leather Tanning and 
Aluminium industries; and had initiated a work of far greater 
importance, which has subsequently been taken up by the Depart¬ 
ment of Agriculture, in the supply of oil engines for pumping 
purposes to agriculturists. The department suffered very much 
through Lord Motley’s intervention and through the departure of 
Mr. Chatterton to take service with the State of Mysore; but it is 
now, I believe, entering upon a fresh career of vigorous activity, of 
which the successful manufacture of excellent lead pencils at a low 
price may be regarded as first fruits. 

Of all the features which we have touched upon in the 
circumstances which condition South Indian industrial life the most 
important is that of power. In the absence of coal we have to enquire 
what water power is available. The western slope of the mountains, 
which is the short slope, is also the one which has the heavy rainfall. 
The great centres of population are on the longer, drier, eastern 
slope. The most important river is the Cauvery; and its fall and 
volume of water are sufficient to make the generation of electricity 
on a considerable scale possible. This river flows from the State ')f 
Mysore into British India Within the State of Mysore it already 
supplies power for the lighting of the cities of Mysore and Bangalore 
and for the requirements of the Kolar Gold Field. There is a 
considerable further fall in the river after leaving the State of Mysore, 
and there are certain falls called the Hogenkall Falls which appear 
to be a possible site for hydro-electric works. At the extreme south 
of the peninsula the Tinnevelly cotton mills at Ambasamudrum 
managed by Messrs. Harvey and Co., are driven by water power. 
You are doubtless familiar with the Periyar Irrigation works, 
perhaps on the whole the most remarkable irrigation works in India 
frwn the engineering* point of view. The river Periyar is the 
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largest of the streams in the south which flow from the Ghats into 
the Arabian Sea. It has been diverted and carried by a tunnel 
through the moimtains to the eastern side of the water-shed and 
pours down into the channel of the Vaigai. At the present time 
this stream flows for ten months only. Where it emerges from the 
tunnel it descends in a great water-fall. In order to make its 
potential power available for industrial purposes it is desirable 
that the stream should be made to flow for twelve months in the 
year, and in order that irrigation should not suffer it is necessary 
that the present maximum flow during certain months of the year 
should not be diminished. This means that a considerable 
expenditure is necessary for increasing the storage where the river 
is embanked. This project has not yet passed beyond the stage of 
discussion. Another possibility of the future in the development 
of water power arises from the fact that on the top of the table¬ 
lands of the Nilgiri and Palni hills there is a rain-fall of about 70 
inches per annum and a possibility of storing water at a height of 
six or seven thousand feet above sea level and five thousand feet 
above the neighbouring plains. The quantity of water passing 
from such reservoirs would not be great, but its potential energy 
would be very considerable. 

Hydro-electric schemes being as yet undeveloped outside the 
State of Mysore, and coal being relatively dear, South India is at 
the present time restricted to industries in which the cost of power 
is a minor matter. This means, in effect, industries which are 
closely associated with the produce of the soil. On the whole the 
most important and interesting is the cotton industry. In *he 
city of Madras there are the Buckingham and Oarnatic mills, 
managed by Messrs. Binny and Co., and the C/hoolai mills of the 
Madras United Spinning and Weaving Company, which is uLder 
Gujerati management. The economic basis of the prosperity of 
these mills appears to me to be the excellent cotton grown in certain 
'districts of the Madras Presidencgr known as Northerns and 
Wosterns. It is unfortunate that in these districts the local cottop 
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is in danger of being superseded by varieties imported frmn tlm 
nortb which yield a much larger crop of lint, but which are of very 
inferior quality from a spinning point of view. The Madras 
Agricultural Department has reluctantly come to the condusion 
that in these districts yield and quality tend to vary inversely as one 
another. The best cotton in South India is Cambodia, which is not 
only long in staple and peculiarly silky in texture but also a heavy 
yielder. The Coimbatore Spinning and Weaving Company’s 
works, situated on the Cambodia cotton field, were established by 
•local enterprise. They were not successful until they passed into 
the control of Messrs. Stanes and Co. Further south, in the 
Tihnevelly cotton field, Messrs. N. F. Harvey and Co. control the 
Madura hills and the Coral Mills at Tuticorin, as well as the 
'Tinnevelly mills above mentioned. In this district there has been 
a struggle between the local cotton which is of high quality, and 
intrusive cotton of low quality from the north; but the Agricultural 
Department and the cotton buyers have combined and expelled the 
intruder. In this district the department has succeeded in 
introducing new strains of superior quality which are also heavy 
yielders. The cotton industry is also highly developed in 
Pondicherry, which has five mills, of which the Anglo-French 
Spinning and Weaving Co., managed by Messrs. Best and Co., is 
the biggest. The Pondicherry mills have the advantage of free 
trade with British India and a protected market in the French 
colonies, and they export very largely to Madagascar and French 
Tndo-China. Another very interesting business carried on in 
Pondicherry is Messrs. Gaudart’s iron-rolling and engineering 
works, which contrives to be prosperous in spite of its great distance 
from the sources of supply of coal and iron. 

It will be noted that none of the mills I have thus far 
mentioned are managed by natives of So\xth India. Most are 
under Furopean management, and the Choolai mills under 
’Qxtjerati management. At Koilpati, on the Tinnevelly cotton field, 
there is a spinning ihill which is a local enterprise but which has 
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failed to show profits for a number of years past. More interesting 
is the weaving mill at Trichur in the State of (’ochin, the share¬ 
holders in which are chiefly Madras vakils, and which is managed 
by a local man. After some difficulties this enterprise is now, I 
believe, well established. An interesting feature in its working is 
that its operatives are largely i<iair women who are intelligent and 
efficient, the status of women among the Nair& being peculiar and 
exceptionally high. 

If we turn to other industries, we find that rice mills in the 
most populous districts are becoming extraordinarily numerous; in 
fact, threatening one another’s prosperity through excessive 
competition. The same phenomenon is observable in the brick and 
tile works on the west coast. Interesting experiments carried out 
by Mr. Thambau at Shoranur point to the possibility of a 
prosperous pottery manufacture. The refining of sugar and the 
conduct of subsidiary industries like distilling and the manufacture 
of solid carbonic acid at Nelikuppam and other centres is advancing 
under the management of Messrs. Parry and Co., who also have 
rapidly growing chemical works at Ranipet. But the great 
industry for which South India is peculiarly qualified is the oil 
industry. This should naturally take two forms:—(1) the 
extraction of oil from such sources as ground nuts and copra for 
export, and (2) the extraction of oil from gingely (til) for local 
consumption. The custom at present with regard to the former is to 
export the whole nut or seed and lose the profits of manufacture 
ail'd to lose the oil cake which contains the nitrogenous matter 
derived from the soil. Messrs. Tata and Sons propose to change all 
this. In so far as oil seeds are pressed for the local market, the 
industry is at present in a very unsatisfactory condition and the 
product is almost invariably adulterated. Gingely oil in particular 
I regard as a most suitable field for co-operative enterprise, and I 
recently urged upon a small co-operative conference in Madras 
that every distributive co-operative society should have its own orl 
mill. 
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After the difficulty of power the chief obstacle to the 
development of more advanced industries in South India appears 
to me to be the lack of capital ready to offer itself for investment 
in industrial enterprises. The chief reason of this deficiency 
appears to me to be the fact that there is a greedy market for 
capital in agricultural land. In recent years there has been a very 
great appreciation of land values, due chiefly to the rise of 
agricultural prices and to the fact that the land revenue is a 
continually diminishing portion ot the economic rent. As a general 
rule it may be said that the rent obtainable by the ryot who sub-lets 
the land which he holds of Government is about six times the land 
revenue. But 1 have received reliable information of one village 
where land paying Rs. 3 per annum per acre in revenue is leased at 
Rs. 300 per annum per acre, and sells for Rs. 6,000 per acre. There 
is, in fact, a great land boom proceeding. People with money to 
invest are very ready to buy land at a price which gives a very small 
immediate return, in the expectation of a future enhancement, or to 
lend money on mortgage to ryots with the hope of obtaining posses¬ 
sion of the mortgaged property. Ultimately the time must come 
when this boom will end and there will be a serious shrinking in 
land values; that may’ give an opportunity for raising capital for 
industrial development. It is noticeable that since Messrs. Tata 
and Sons are embarking upon the oil industry the greatest 
undeveloped industrial asset of South India will be exploited by 
Parsi enterprise, aided, very likely, by British capital, while the 
South Indian capitalist employs his resources in land speculation 
and usurious money-lending. This is the more remarkable in view 
of the great part played by the I’^attukottai Chettis in the 
dancing of agriculture in Burmah and in other distant enterprises. 

Turning from the more developed industries to the ancient 
traditional handicrafts, I have been very much struck in my travels 
by observing how persistent is the life of handloom weaving. Even 
in the making of plain country cloths a fair degree of prosperity 
appears to be possible for the weavers, provided they adopt such 
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improved contrivances as the fly shuttle and winding and warping 
machines, all of which are within their reach if the weavers of a 
particular village will co-operate. But if we turn to the wea,ving 
of elaborate cloths for saris, turbans, etc., which employ silk and 
gold thread, there is testimony everywhere to the fact that up to the 
outbreak of war the weavers were enjoying exceptional prosperity, 
and that this would have been fully maintained during recent years 
if it had not been for the difficulty of procuring dyes. Of all the 
weaving centres that I have visited, on the whole 1 think the most 
interesting is Reddipatti, at Oonjiveram. The weavers there have 
formed themselves into a Co-operative Credit Society, which has 
freed a large portion of its members from indebtedness to traders, 
and has inspired them with sufficient confidence to combine and 
demand higher prices for their cloths from the merchants. They 
are now organising themselves in a co operative society for purchase 
of raw material and sale of the finished product. 

In conclusion may I suggest that an industrial development 
which would be peculiarly advantageous would be the growth of 
village industries which are not, like weaving—present, to be the 
sole occupation of a particular caste or body of workers, but which 
should occupy the spare time of agricultural families. Our villages 
in South India, particularly in the fertile irrigated districts, require 
a very large number of hands for agricultural work at particular 
seasons of the year, when sowing, transplanting, and harvesting are 
in full swing. I may mention one village in South Arcot where the 
population is no less than three per acre, but which yet finds it 
necessary to import labour from neighbouring villages at the 
transplanting season. (’ould some subsidiary industry be 
established in each village which would occupy the leisure time of 
the agricultural families during the period when agricultural work 
is slack, the pressure of population on subsistence would become a 
more remote danger, and probably the average standard of comfort 
would considerably rise. Such an industry has teen discovered in 
the manufacture of lace, which has very widely spread in many 
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parts, especially in the extreme south, partly under the control of 
missionaries and partly under that of private merchants. The 
most promising form of this industry is the making of lace of fine 
tpiality with good material and artistic design, as is done by the 
Belgian convent at Mulagamudu I believe that this lace would find 
a very ready sale in New York, Paris cr London, but when I asked 
for a sample to show to London firms, I was informed that the 
workers were so busy producing lace for the Indian market that 
none could be spared to make me a small box-full. The question 
what other industries of this type can be developed presents a most 
interesting and profitable field for enquiry. I am glad to say that 
some of our most progressive Zemindars are interesting themselves 
in this enquiry for the benefit of their ryots. 

GILBERT SLATER. 



OO-OPERATION & INDUSTRIAL 
DEVELOPMENT. 

(Pa'per read at the Bengal Economic Conference.) 

At the outset the writer must crave the indulgence of the 
conference for the many imperfections in this paper. It makes 
no pretence at originality' and has been written during great 
pressure of work and in circumstances which preclude recourse to 
statistics and books of reference. In it an attempt has been made 
to point out in general terms what may be expected of co-operation 
in the development of industries in India and what are its 
limitations. 

The first step is to explain for the benefit of the uninitiated 
exactly what co-operation is To some extent it defies definition— 
that is, it is impossible to dispose of it by a phra'' • or to describe its 
qualities in a few well considered sentences For our present 
purpose two or three of its most obvious characteristics are of 
great importance. In a co-operative association we have a 
“ combination of persons, not of capitals ” and so the universal 
rule is “ one man, one vote ” irrespective of the number of shares 
which each may hold. Again, no dividend is paid upon share 
capital beyond the market rate for loan money. These two rules 
make capital the slave and not the master. A third that of 
unlimited membership, which keeps membership always open to new 
members, further differentiates the co-operative society from the 
joint stock company. But these rules in. themselves are far from 
giving us the essence of co-operation. This has been excellently 
distilted in Mr. Wolff’s “ Co-operation in Agriculture ” from 
which a few extracts are quoted. “ It is just a simple junction of 
forces among a number of persons more or less similarly situated 
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and having a common object in view, for attaining that object. Its 
aim is not directly to make individuals rich. It helps them to 
make themselves so by removing obstacles and creating facilities for 
individual effort ... It will not serve purely selfish ends. It 
offers a means for profitably uniting forces for the avoidance of 
unnecessary expense, for obtainment of better value for produce, 
for the withstanding of persecution and oppression. It will break 
up rings, cheapen purchases, facilitate sales, create steady 
markets .... It cannot exploit others ... It aims not at 
profit but at rendering a common service. Wherever more is aimed 
at, wherever speculative gain is kept in view or mastership over 
others is aimed at in the place of attainment of equality, or else 
where there is essential inequality among those who propose to 
practice it, it is out of place.”* 

These words describe the aims, the virtues and the limitations 
of co-operation to perfection and deserve the careful study! of those 
who see in it an instrument for the development of industries in 
this country. One feature—the secondary or subordinate position 
allotted to capital renders co-operation obviously unsuited for many 
forms of manufacture and business. It is clear at once that capital 
would not be forthcoming for highly speculative enterprises on 
these terms. In fact as will be seen later one marked characteristic 
of co-operation is its fondness for safe business. It prefers an 
assured market and a regular and certain supply of raw materials, 
and generality gives the go by to all kinds of risk. For - the 
establishment of new industries in a country where manufacturing 
is little developed, where capital is very shy and used to large profits, 
it .would seem to be 'prima facie unsuitable. But for all that it is 
not improbable that as time goes on it will play a large and 
increasing part in the industrial development of India. 

This opinion is based not on mere theory, but on the history 
of the co-operative movement in other countries. Its activities may 
be classified in several wa 3 r 8 . One broad line of distinction is 

• Co operation in Agrionlture by He Wolff, pages 17 eto. seqc^. 
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between societies of consumers and so(‘ieties of producers^ anotlu*r 
I’^etween agricultural and industrial socdt'ties These divisions cut 
across each other that is you may have s(K‘ieties for the supply 
of seed and manure to the farmer (agricultural consumers); 
societies for the sale of this produce whether raw, manufactured or 
partially manufactured I'agricultural producers), societies for the 
supply of the necessaries of life to the dweller in town or country 
(industrial consumers); and sorieties ot artisans, who manufacture 
in common or at least dispose in common of theii' wares (industrial 
producers). In so(uetie> of each category in many parts of the 
world the manufacture of goods as opposed to their mere 
distribution is undertaken and so they may be -jaid to play a part 
in the industrial development of their respective countries. A 
survey of the history and characteristics ot all four is thereforr 
necessary. 

Co-operative societies of artisans naturally first attract the 
attention of the Indian, who is proud of the reputation of the many 
surviving handicrafts of Iiis country. They fall into two main 
classes, societies of those who work in their own homes and organise 
themselves for the supply of raw materials and the sale of finished 
goods and societies of those who manufacture in (‘omirion or shari' 
in the profits of their factories It is with the history of the firsi 
of these in other countries that the writer is least familiar. So far 
as his memory goes (and he has no means ot checking it) these 
societies usually succeed where the industry has real vitality in 
itself, that is where production in the factory cannot compete with 
home manufactures. This condition most often occurs when the 
making of the article occupies only the spare time ot‘ the workmen, 
F.g.^ the manufacture of toys and wood carving as practised by the 
Swiss and German peasants during their long winter. But there 
seems no reason why any kind of cottage industry should not 
maintain itself by co-operative organization, provided that the 
process of manufacture can be as efficiently carried out by hand 
power as by the aid of steam or electricity. This is not the place 
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to (Uhcuss tln> economic position of the handloom industry which is 
of sucJi importance to India It is sufficient to say that the 
handloom can beat the powerloom in mere mechanical efficiency at 
least in all types of work in which constant stoppages, an 
intricate })attern, or the fineness of the material necessitate 
a slow rate of progress and that the disappearance of the 
handloom weaver from India if it takes place will not be 
due to the inability of muscle to stand up against machinery 
but either to a change of fashion or to the inability of 
the weaver to organise himself and adopt modern business methods. 
Unfortunately the weavers are among the most conservative, the 
least educated and the most fanatical of the many castes or classes 
in India. To expect them by themselves to co-operate together and 
to manage their own affairs on modern business lines would be to 
expect a miracle If they are to be saved in the face of the competition 
of the power loom, it must be by help from outside, from 
Government or the patriotic public This is not true co-operation 
but it may in the course of a generation or so grow into it. Much 
has been done to help the weaver in other parts of India In Bihar 
the most successful work has been accomplished in Ranchi district 
where the Ranchi ('o-operative Union with the aid of a Government 
Demonstrator has taught 60 weavers to use the fl> shuttle ’oom, sells 
the members of its societies yarn at fair prices and helps them to 
dispose of their finished products. What the results of this 
experiment will be remains to be seen. It is still an experiment, 
which has been gravely prejudiced by the conditions caused by the 
war, but emough lias been done to show that the Ranchi weavers if 
organised and provided with capital and modern implements could 
make a very fair profit in normal times, and that what they have to 
fear most is a change of fashion which tends to make their aboriginal 
customers prefer the softer Manchester cloth to their present coarse 
garments. The most however that can be expected of co-operation 
is that it will save some at least of our fast waning handicrafts from 
extinction or that it will fiid in the develi^ment of those spare time 
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cottagB industries among cultivators wiibout wliicli iiiodeni 
experience seems to show that no village commuiiity can remain 
prosperous, healthy and contented. 

(^o-operation for joint manufacture by artisans and profit 
sharing are unlikely to play much part in the foundation of new 
industries in India- In the United Kingdom and on the continent of 
Europe they were as might be expected a product of the industrial 
revolution, one of the results of it and not one of its (‘auses. They were 
first heard of as a phase of the community idea, which comprised life 
as well as labour in common. They presuppose a body of artisans 
trained to factory conditions and with some business knowledge and 
education. For many years they pursued a chequered existence and 
after a period of mure than half a century since their first inception 
wc find that in 1883 only fifteen productive societies based on co 
partnership were known. Since then they have taken a new lease 
of life so that in 1908 Jicre were 112 with an aggregate working 
capital of nearly two million sterling. Hut their development was 
due chiefly to a change of policy by which many of the older societies 
look into partnership consumers’ senneties and even individual 
capitalists, while the largest societies classed as co-partnership 
societies in the official returns are merely manufacturing concerns 
formed by the consumers’ federations, which like the Scottish 
wholesale society edmit their employees to membership and a share 
of the profits. All these are later products (T the industrial 
revolution and may be classed as modifications of the capitalist 
system. No producers’ society of a pure type composed of Indian 
artisans could have much chance of surviving in present conditions 
and it co-operation is to assist in the foundation of industries in 
India we must look elsewhere. 

In the United Kingdom by far the greater part of production 
and manufacture for which co-operative societies are responsible 
has been undertaken by consumers' swieties and iheir federations to 
"supply their own needs in the cheapest way. The general principle 
of co-operative stores and other societies of consumers is “ to go direct 
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to the source of production whether at home or abroad so as to save 
the commissions of middlemen and agents.” They strive to 
eliminate “ profit ” in the ordinary economic sense and subject to 
certain charges (such as cost of distribution, insurance, reserve and 
depreciation funds) and charitable expenses to divide the resulting 
gain among the consumers. This is achieved by selling not at cost 
price but at the ordinary market rate and by the distribution at the 
end of the year of a “ dividend ” to each member in proportion to 
his purchases. In pursuit of this ideal the natural tendency has 
been for the societies more and more to undertake manufacture for 
themselves. The first stage was the foundation in 1863 of the 
English Wholesale Society by a federation of existing societies for 
the supply ot their needs from the cheapest markets. This society 
founded in 1863 began its career as a manufacturer with the 
making ot ciK-oa and chocolate ir 1887, while iu the same year the 
Scottish Wholesale Society purchased a large estate on the banks of 
the Clyde where many of its factories are grouped The former now 
manufactures about oue-fitth of the goods sent out from its depots 
and the latter more than one-fourth, and their combined distributive 
trade some years before the war was well over thirty million sterling. 
The complete list of their factories would merely weary the audience. 
It includes factories for the making of jam, biscuits, bacon, clothing, 
boots, hosiery, soap, furniture, tobacco and cigarettes, croc-kery, 
tinware and brushes Ifesides this the society possesses its own 
creameries, a line of steamers, a banking department, which ranks 
with the biggest banks in the United Kingdom, and in conjunction 
with the Scottish Wholesale Society, its own tea and coffee estates. 

To what extent manufacturing societies of this type could aid 
in !he establishment ot industries in India is very doubtful. It is 
true that a co-operative factory has one great advantage, that of 
producing for a certain market, and that it would probably not have 
much difficulty in getting capital. It is true also that co-operators 
in Great Uritain have with two or three exceptions set up all their 
factories in their own, country, and since the consumer is always 
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likely to wish to manufacture at home, if it is only that he may 
supervise the better, it might be hoped that in this way the founda¬ 
tions of new industries would be laid in India. But we are told that 
in England “production was developed along the line of least 
resistance. The capital of its members has been put into industries 
where there was least likelihood of failure. Thus we find the 
‘ Wholesale ’ engaged in the manufacture of goods that are in great 
demand, as well as in minor industries where great injustice to both 
consumers and producers is done outside.”* The function of these 
co-operative factories has usually been to protect consumers against 
established industries or to break up rings and prevent adulteration. 
A wholesale society is not likely to be a pioneer in manufacture but 
tends rather to step in where the profit made liy established concerns 
is unreasonable. It must be remembered also that these groups ftf 
factories in the United Kingdom have been built to serve a vast 
industrial population such as does not e.xist in India. They are in 
this sense also a product of the industrial revolution and not one of 
Its causes. Apart from this ihe development of stores and other 
consumers societies has so far been insignificant and there is not, 
nor is there likely to be for a long time, sullicient demand from them 
to justify any manufacturing ventures. It is unlikely therefore 
that there is much to hope for from this class of society. 

By a curious contradiction in terminology it is when we leave 
so called industrial co-operation and turn to co-op'‘ration in 
agriculture that the best prospect of encouraging new industries in 
India opens itself out. The progress of other countries has been 
eloquently and graphically described by Mr. Wolff in his book 
“ Co-operation in Agriculture ” to which all who wish to study the 
subject are referred. Here again societies are of two types, societies 
of consumers and societies of proilucers, tjiough often enough one 
society both supplies the fanner with his necessities and disposes of 
his products to the best advantage. Societies for the supply of seed, 
manures, farm implements etc., are organised very much on the lines 

• “ Induftml Co-aperstiun " edited by Catlieriue Webb, page 124, 
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of co-operative stores, except that they tend to sell on ccnninissicm 
v^rhenever possible instead of laying in stocks, and in many countries 
they sell along with agricultural requisites such simple household 
articles as an agricultural population uses. Associations of this 
type which have proved most successful in Ireland are already 
springing into existence all over India. Unlike the industrial stores 
they find a large population waiting to be supplied. It is true that 
at present many of the needs which will soon be universal, e.g., for 
manures and farm implements have still to be created, but with the 
rapid progress of agricultural research and demonstration and the 
provision of adequate capital among the cultivators the demand is 
certain soon to swell to very large dimensions. To satisfy it in the 
cheapest possible way—since cheapness is of even greater importance 
in India than elsewhere—these associations are likely very soon to be 
driven to federation and manufacture. Apart from the possible 
manufacture of clothes, oil, sugar etc., for household use, the making 
of agricultural manures will soon become necessary. In the United 
States this is said to be done on a large scale, and in Italy the 
manufacture of superphosphates has proved most remunerative. In 
the writer’s opinion it i,8 only a question of a few years before 
co-operative factories will spring into existence to satisfy the needs 
of the agricultural population. 

The co-operative disposal of agricultural produce also will give 
scnne scope for the foundation of new industries in India. It is 
difficult to draw the line between agriculture and industries; but 
every new process undertaken by societies of cultivators will at least 
tend to givb fresh employment to the population. The separation of 
cream and tlie making of butter and ghi in co-operative factories may 
be considered mere operations of agriculture, but in so far as they 
specialise in separate processes and make dairy farming more 
profitable they should certainly be classed as new industries. How 
far the farmer and cultivator can and should try to make up or finish 
his raw material is a moot point. Mr. Wolflf seems to hold that 
should circiunstances'demand he may proceed to any limits short of 
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retail trade. This except m the case of the sale of eggs and milk 
always proves a failure. As a general rule co-operative societies of 
agriculturists avoid the making up or manufacture of their produce 
except in special circumstances. “ Whenever produce can be satis¬ 
factorily got rid of in its natural shape farmers will probably prefer 
that form of disposal ”* One of the chief exceptions to 
this rule is where by local manuiaoture a valuable by-product 
will be conserved for the farmer’s use. In Germany and 
France for instance the peasant turns the starch of his potatoes into 
spirit or commercial starch because after receiving for it about the 
same price as he would have got for his potatoes he is left with a 
valuable winter fodder The same reason should lead to tlie 
extensive pressing of oil seeds by co-operative organisations in India. 
Oil pressing from olives has proved a co-operative success in France 
and in Austria and, Mr Wolff tells us. to some extent also in Italy 
Plants of the size that are now being laid down throughout Bihar 
should not be beyond an Indian co-operative association to manage 
The result will be the retention for the raiyat of a manure for inter 
aive cultivation, which is becoming more and raci'' in demand, and ii 
cattle-food which may help to solve the difficulty of maintaining a 
better class of plough bullock Other instances of opportunities for 
co-operative manufacture will occur to those familiar with Indian 
agriculture But there is a point beyond which co-operation cannot 
go for many years to come Where the cajiital required is large, as in 
the case of sugar making, or the processes intricate, manufacture 
must be left to the capitalist. 

The full field for co-operative enterprise in industries has now 
been explored. The result will be disappointing to many who have 
been accustomed to think that co-operation can do anything. But 
so long as human nature remains what it is and society is organised 
on the basis of private property, vast areas of industry must be closed 
to it. Wherever great skill, enterprise and initiative are required 
and wherever great risks are to be run, there is the field of the 

• (’o operapion m Agriculture ” page /IS 
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mdividua] and the capitalist; and, especially in a country like India, 
in proportion as the capital required is large, the more unlikely is the 
co-operator to be able to raise it Seeing that the establishment of 
new businesft in any country is always risky and a large capital and 
technical skill tend to play an ever increasing part in the success of a 
manufacturing concern, it is clear that the limitations of co-operation 
in the establishment of new industries are strict. 

The object of this paper has been first of all to dispel the many 
vague claims put forward by co-operators, secondly, to show that 
there is a great field for co-operative manufacture—in a word, to put 
co-operation in its proper place- The claims of the enthusiast must 
in the light of experience and hard facts reluctantly be disallowed, 
but it is equally wrong to run to the other extreme and to deny that 
co-operation can assist India in her industrial regeneration. So far 
is this from being true that there is every reason to hope that at no 
distant date the Zemindars and cultivators of India, organised in 
co-operative and societies and federations throughout the peninsular, 
will to a great extent supply their wants as farmers and householders 
from their own factories. 


B. ABDY COLLINS. 



INDUSTRIAL DEVELOPMENT AND THE 
LABOUR QUESTION. 

(A faper read at the Bengal Economic Conference.) 

The particular “ labour question ” wiih which I propose to deal may 
be stated as follows:— 

(1) Is the supply of labour even at the present time such 

as to meet the requirements of industries of th. 
modern type in India ? 

(2) If not, is it not important that when considering what 

can be done to promote industrial development in 
India we should consider what might be done to 
remedy existing deficiencies in the labour supply ’ 

In the Census reports for 1911 something is said of the 
character of the labour supply in the large industries but, so far iis 
1 know, the most recent systematic enquiry on tlu subject was that 
made in 1906, when Mr. Foley, a member of the Indian Civil Service 
placed on special duty for the purpose, published his very informing 
but somewhat inconclusive report on the Supply of Labour in 
Bengal.* With a view to obtaining up-to-date information, I 
circularised last month a number of the largest employers of labour 
in different industries in different parts of India; and I have received 
replies from a considerable number I would take this opportunity 
of expressing my thanks for the information so readily and 
courteously placed at my disposal. The points on which T asked 
for information were the following :— 

(1) Is the supply of labour sufficient for your requirements ’ 
If not, at what times of year and in what branches, 
is there a shortage ? 

*Mr. FreMnantle pnbllBhed At the f Aine time a Himilai And >AhiAble repcft oo the Supply 
of LAbmir in the United Provinoee. 
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(2) To what fact, or facts, do you attribute this shortage 

(if any) ? 

(3) By what means, in your opinion, could the supply of 

labour be increased ? 

I have received as a matter of fact quite a number of valuable 
suggestions in regard to (3), though frankly I did not look for much 
assistance under this head. Whether it is that, as practical men, 
they realise too well the futility of many of the proposals that are 
put forward, or whether it is that they fear some interference with 
their freedom on the part of such an agency as it may seem otherwise 
desirable to establish to help them out of their difficulties, my 
experience of employers is that they are slow to put forward 
concrete recommendations as to how those difficulties might be 
overcome. T cannot claim that the information received even as 
regards (1) and (2) is of anything like a comprehensive nature; but 
it is, I believe, sufficiently representative to merit my placing it 
before this Conference. 

Returns were obtained relating to the following branches of 
industry; and for the four principal I give, for ready reference, 
statistics of the labour employed according to the last Industrial 
Census:— 


1. Coilon MUh. —Total number of operativeH employed .. 295,000 

Number of hkilled operatives per cent, of total . . 56 

Number of female operatives per 100 males 29 

Jutt Milh .—Total number of operatives employed 217,000 

Nrtmber of skilled operatives per cent, of total 30 

Number of female operetives per 100 moles 21 

Coal M inf ».—^Total number of labourers employed 139,000 

Number of skilled labourers per cent, of total 41 

Niimber of femabs per 100 males ... 43 

Railvay Worh»hopx. —Total number of labourers employed 94,000 
Numlmr of skilled labourers per cent, of total ... TO 

Number of females per 100 males 1 


6. MueelJanwHu .—^Iron and Steel Works, Paper Mills, Cotton and Tute 
Presses, Supar Factories. 

(1) Cotton MilU .—The David Mills in Bombay City state that 
there is some shortage of labour in all departments just before and 
during the monsoon'period, when a fair number of operatives go 
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to their homes for agricultural purposes. The mills at Sholapur, 
on the other hand, report general scarcity of labour during the 
harvesting season. A large mill in Ahmedabiid speaks of 
scarcity prevailing the whole year round, though specially 
marked during the months from June to January. For Cawnpore 
I have returns from three large mills, all of which report 
an insufficient supply of labour at all times of the year. Two 
apeak of acute shortage daring May, June and July: and the 
third mentions that “ as regard's cooly labour the shortage is pro¬ 
bably more acute than in the case of skilled labour, particularly 
when grain and other crops are being handled. ’ At the present 
time the situation is said to be accentuated owing to recruitment 
for the Labour (’orps, also to the extra war work which is being 
carried on in the bazaars in Cawnpore, where temporary employers 
are paying high wages. return from the Madura Mills in the 
Madras Presidency states that the supply of labour is, speaking 
generally, sufficient for their requirements. The Bowreah Cotton 
Mills in Bengal (the oldest cotton mill in India, having started 
work in 182J2) report a generally sufficient supply of labour, some 
scarcity, however, being experienced during June and again in 
December in connection with the cultivation and harvesting of the 
rice crops. 

Addendum .—I have received a very full and valuable return, 
since reading this paper, from M” B. D. Mehta, the manager of the 
Empress Mills at Nagpur. Particulars are given for the different 
departments, from which it .appears that during the rainy season 
the labour supply is generally sufficient for their requirements, but 
that in most departments shortage is experienced during the cold- 
weather memths when the cottor. season affords alternative employ¬ 
ment in the fields and the Ginning Factories, and again from April 
to June when the marriage season takes many from their work. 
The shortage is acute during the latter period when it coincides 
with an outbreak of plague. I may also quota in this connection 
from evidence given by Mr. Mehta before the Indian Industrial 
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Commission. “The (/Otton Industry though making steady 
progress is capable of great expansiou. The most serious handicap 
is want of steady and skilled labour for finer work. Long-stapled 
cotton can be imported, as is done in Europe and elsewhere; but any 
competition with the finer goods, which constitute the bulk .of our 
imports, connotes concentration in work, skill and agility which 
are sadly lacking in the mass of the operatives found in Indian 
Textile Mills ” The remedies suggested by Mr. Mehta and the 
heads of the different departments are very briefly as follows. To 
begin with, free and compulsory elementary education is, in their 
opinion, indispensable if the standard of living of the labourers 
is ever to be raised. They consider that much needs to be done to 
make the conditions of factory life more attracti\e by the provision 
of decent housing accommodation, by welfare schemes of all kinds, 
and by the reduction of working hours. On this last point it is 
proposed that the working hours should be reduced from 12 to 10, 
that the recess interval at noon should be an hour instead of 
haif-an-hour, and that every Sunday should be a holiday. 

J have also received returns from the Manockjee Petit, the 
Bomanjee Petit, and the Diushaw Petit, Cotton Mills in Bombay 
City in which is emphasised tlie importance of raising the standard 
of living among cotton operatives, and so improving both the supply 
and the efficiency of the labour. Better housing conditions and 
education aie means suggested. At these mills there is some 
shortage at all times of year, and considerable shortage (due to the 
claims of agriculture) in April-May and again in Octe^r- 
November., 

(2) Jute Mills .—I received a very interesting reply from 
Mfessrs. Kettlewell, Bullen & (Company, who are the managing 
agents for two Jute Mills and three Cotton Mills in Bengal, one 
being the Bowreah (Cotton Mills already mentioned. One of the 
former, the Fort William Jute Mills, is situated in Howrah; the 
other four miPs are situated on the banks of the Hoc^hlyata 
considerable distance from Calcutta or Howrah. Contnury to 
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what we should expect, it is at their Howrah mills that they find 
the labour supply unsatisfactory; at their other mills, though there 
may be a little seasonal fluctuation, they experience no appreciable 
inconvenience. The explanation given is that, Howrah being a big 
industrial centre and offering many fields of employment, a good 
deal of the labour they employ is of a fl(xatiiig nature, working at 
the Fort William mills to-day and somewhere else to-morrow, with 
the result that periodically they experience a considerable shortage 
whereas at their up-Hooghly mills there is little opportunity for 
the labourer to wander to other concerns, and he therefore continues 
to work in the mills where he is accustomed to work or else goes away 
altogether. They add that the congested condition of Howrah 
precludes generally the importation of permanent mill labour, 
since few concerns ])Ossess the 'and on which housing accommoda- 
ticrn cotdd be provided. This interesting statement lends support 
to the view, not without its advocates even in Western countries, 
that what is needed for the solution of this problem of the labour 
supply is delocalisation of industry. 

('onditions generally in the jute mills apjiea' to be very similar 
to those described by Mr Foley in 1906; and I happen to have 
returns from several of the mills which he visited and reported 
upon. There would appear to be almost invariable scarcity of 
labour in the hot-weather months (.\tpril, May and June) as a result 
of two causes, mainly, viz :— 

(1) The return of up-country labourers to their homes to look 

into their domestic affairs, for the marriage season, 
or simply for a change and a holiday. 

(2) The disinclination of the local fiengali labour to work 

during the extreme heat 

One or two mills speak of a seasonal shortage in the autumn 
as well, due to the prevalence of malaria and other sickness. 

Some interesting suggestions are made for the improvement 
of oonditiems. The manager of the Gourepore Mills writes: “We 
endeavour to increase our labour supply by supplying good houses 
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for the workers to live in, 1^ giving a good water supply, and by 
improving the sanitation of the surrounding area as much as 
possible.” The manager of the Hastings Mills makes the suggestion 
that, in the case of up-country labourers returning to their homes 
on a visit, the railway companies should issue third-class return 
tickets, so that the men would have the return halves to bring them 
back to Calcutta. As it is, they frequently spend all they have at 
bopie, and are without the wherewithal to bring them back. The 
very great shortness of labour during the past year he attributes in 
part to the enhancement of railway fares. The manager of the 
IJarnagore Mills at Bally urges the granting of cooly tickets at a 
reduced rate from the Madras side, in the belief that if Madrasis 
were encouraged to eome north in greater numbers, they would 
ultimately settle and solve the labour problem to a great extent. 

(3) Coal Mines .—It is well-known that the question of the 
labour supply in the coal mines has, in recent years, ranked only 
second to that of providing labour for the Assam tea-gardens. A 
Labour Enquiry Commission went into both questions very 
thoroughly in 1896, and made certain recommendations; but, 
though the labour problem has to some extent solved itself, the 
situation in the coal mines remains substantially the same as it is 
described in the report of the Labour Enquiry Commission in 1896, 
in Mr. Fcdey’s report in 1906, and in Mr. O’Malley’s Census Report 
in 1911. The Bengal Coal Ccanpany in answer to my own 
enquiries, repeat the old suggestion that a combination of all 
colliery owners, with a view to recruiting and settling up-country 
labour at the mines, would probably meet the difficulty best; and 
this has the support of the Barabani Coal Concern. But although 
this was the main recommendation of the Labour Enquiry Commis¬ 
sion in 1896, so great are the practical difficulties involved that, in 
spite of the evident attractiveness of the proposal, nothing has yet 
been done to give effect to it. 

The returns which I have received show that coal-cutters, who 
are for the most part local agriculturists of the aboriginal classes, 
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are especially scarce in July and August and again in December, 
in connection with the cultivatitm and harvesting of the rice oropa. 
Oi» colliery manager suggests that Santals, Khols and other 
aboriginals should be drafted into the coal districts under inden¬ 
tures. They would be trained as coal-cutters by the colliery ownesr 
to whmn they were indentured, receiving khoraki during the period 
of training; and they would be compelled to remain at the colliery 
for the period specified in their agreement. The same manager 
complains of great scarcity at all times of year of good fitters and 
other skilled workmen, engine khalasis, boiler firemen, and unskilled 
surface labour; and recommends that up-country men be recruited 
for these occupations, more especially among the Teli and Mochi 
castes. 

(4) Railway Workshops .—Except in the case of the East 
Indian Railway workshops both at Jamalpur and Lillooah, where 
very little difficulty as regards labour seems to be experienced, most 
companies c<Mnplain of a lack of skilled labour, such as carpenters, 
blacksmiths, fitters, electricians, painters, moulders and turners 
This is accentuated at the present lime by the war demand for 
skilled labour for railways in East Africa and Mesopotamia; but is 
due mainly to the large additions to railway workshops which have 
been necessary in recent years to cope with increasing traffic, as 
well as to the increased demand for skilled labour resulting from 
industrial development generally. It is clear that the needs of the 
railway companies in this respect can only be met by the training 
of apprentices; but this takes time and, as the Loco Superintendent 
of the North-Western Railway complains, private concerns often 
entice away the mechanics trained in railway workshops by offering 
them higher rates. 

As regards unskilled labour, the North-Western Railway 
Company states that this is generally short at harvest times in 
March and October. The Loco Superintendent adds the following 
interesting statementAs regards unskilled labour, matters will 
right themselves when the population increases in the large new 
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areas recently brought under irrigation. The Punjab is In a 
peculiar position owing to the very large expansion of irrigation 
in recent years and the great mortality in recent years, due to 
plague and the exceptionally severe epidemic of malaria in 1908.” 
The Carriage and Wagon Superintendent of the Bmnbay, Baroda 
and Central India Railway at Ajmere also attributes the present 
shortage which he is experiencing to the prevalence of plague and 
malaria as well as to the war. The Oudh and Rohilkhand Railway, 
with its workshops at Lucknow, and the Great Indian Peninsula 
Railway at Bombay experience occasional and seasonal shortage on 
account of the agriculturists among their labour staffs going home 
to attend to cultivation. The Carriage and Wagon Superintendent 
of the latter railway complains of the thoughtless manner in which 
workmen in the company’s regular employment will throw up their 
jobs for a temporary extra inducement elsewhere 

(5) Miscellaneous .—As regards the supply of labour at Iron 
and Steel Works-1 received replies from Messrs. Bum and Company, 
the Bengal Iron and Steel Company, and the Tata Works at Sakchi. 
At Sakchi no shortage is experienced. The Bengal Iron and Steel 
Company state that labour is insufficient for their requirements at 
all times, but is particularly scarce in all branches from the begin¬ 
ning of June to the end of July and again from the middle of 
November to early in January. Labour has been especially scarce 
during the past two years, owing possibly to good rice crops 
rendering many of the local agriculturists independent of industrial 
employment. Messrs. Burn and Company experience a similar 
seasonal shortage. They state that they never have enough smiths, 
or smiths’ helpers. They add that much of their labour difficulty 
is due to the intermittent nature of the orders received. The only 
means, in their opinion, of permanently increasing the labour 
supply is by doing everything possible to encourage the growth of 
Tpdian industries, which in their opinion can best be accomplished 
by the stoppage of alj indents to the India OfBce. 
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In regard to Paper Mills, I was informed both by the 
Tittaghur and the l^ngal Paper Mills that they experience no 
shortage to complain of. This was also Mr Foley’s report in 1906, 
the explanation which he gives lieing that the work is attractive 
and such as the lowest castes are capable of doing. The Upper 
India Couper Paper Mills at Lucknow report seasonal shortage at 
harvest time. 

In (^otton Ginning and Pressing Factories in the Bombay 
Presidency there would appear to be some shortage of unskilled 
labour during the cottou season (November to May), as a result (1) 
of good harvests during the past few years, making it possible for 
the cultivator to pay higher wages to labourers who prefer to work 
in the fields rather than in a factory, (2) to the higher wages offered 
in spinning and weaving mills, and, (tJ) recently, to recruitment for 
the Labour Corps Mechanics apparently can be had without much 
difficulty, which seems also to Ik* the experience of Jute Pressing 
Factories in Bengal Jn the ease of the latter there appears to be 
little or no shortage during the pressing season. Mr Foley 
reported to this effect in 1906 The labour employed consists 
principally of Uriyas and up-countrymen; and the seasonal 
character of the work probably helps to make it attractive 

Messrs. Begg, Sutherland and Company, who are the managing 
agents for Sugar Factories in Bihar as well as in Cawnpore, inform 
me that the labour supply at their factories is at all times sufficient. 
Some of the factories work for only four months in the year ; but 
the labour usually returns for each crushing season 

The provisional conclusions at which I have arrived from a 
study of such materials as I have been able to collect are as 
follows:— 

(1) The ideal situation, so far as the lp,bour supply is' concerned, 
for a factory in India at its present stage of economic development 
seems to me to be that enjoyed by the railway workshops at 
Jamalpur, for example, or by the big cigarette factory at Monghyr 
close ly, where skilled workmen can be trained without much fear 
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of their being tempted away, and where semi-skilled and unskilled 
labour can be drawn from the surrounding agricultural population. 
The works at Jamalpur, where 10,000 hands are employed, depend 
entirely on local supplies, bringing the workpeople in every day 
by special trains from short distances up and down the line. Under 
such conditions there is no necessary divorce, looking as we always 
must in India at the family as our unit, between agriculture and 
industry, nor any necessity for the maintenance of a separate 
establishment on the part of those who contribute to the joint 
income out of their earnings in industry. The .same, I think, may 
be said of the sugar factories, with the additional attraction to the 
agriculturist that the crushing season is a short one, and does not 
interfere with agricultural operations to any great extent. 

(2) The next-best conditions, I would say, are realised in the 
case of the industrial concern which is to some extent isolated, but 
cannot depend on the local labour supply altogether to meet its 
requirements The paper mills in Bengal and the up-Hooghly jute 
mills, of which I have spoken, fall into this category. Such 
concerns can generally attract labour from outside, without the fear 
of recruiting for their rivals, by offering decent housing accommoda¬ 
tion, a pure water-supply, good sanitation and the like; and more 
especially if, as in the case of the East Indian Railway Company’s 
collieries at Giridih, they can give their permanent workpeople in 
addition a little land to cultivate Nothing is more attractive 
to the Indian labourer than that; and the attractions offered 
must be sufficiently great, otherwise the labourers will not bring their 
wives and families with them, and unless they do, they can never 
be regarded as permanent. 

(3) The least satisfactory, I think, is the situation at large 
centres of industry and population like Howrah and Cawnpore, 
where employers still depend to a great extent on labour drawn 
from outside, and where the habits of such labourers are such as to 
interfere more or less seriously with industrial operations. As long 
as this labour remains unassimilated to industrial life, and I 
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gather that even in so thoroughly industrial a city as Bombay this 
is even yet the case, so long will industry and industrial 
development in India be hampered. Nor do I see any way out of it. 
In a congested area like Howrah it does not seem possible to realise 
the conditions under which the labour will be tempted to settle 
permanently; and as long as the labourers drawn from outside leave 
behind them their families and a few l)igha<- of land, so long will 
they continue to return to their village lu.mes at certain seasons of 
the year. It must be remembered also that in the districts from 
which the bulk of this labour is recruited, namely, where the 
population is dense and the land very miicl) subdivided, an extra 
hand or two to assist in cultivation is almost indispensable at 
certain times of year. (Vrtainly higher wages alone do not provide 
a remedy, as is sometimes suggested; for, as plenty of employers have 
pointed out, the standard of living being what it is in India, the 
more a man earns in the mill or factory, the longer the holiday he 
will be inclined to take in his village home At the same time the 
improvement of sanitary conditions (which, on this as on other 
grounds, calls for all possible encouragement at the hands of 
Government) may very well efl'ect something; for I know that the 
labourer from Bihar, at least, has a great dread of the ravages of 
malaria and cholera and other diseases, which he traditionally 
associates with life at a great centre of population like Calcutta. 
Where the shortage of labour experienced is not seasonal only but is 
chronic, as in the case of the coal districts, something might be 
done by organised recruiting; but for this an agreement between 
the various employers interested is a necessary preliminary, and so 
far all proposals put forward to this end have come to nothing 
The same applies, perhaps, to the systematic training of skilled 
labour. If agreement could be first reached between employers. 
Government might well be asked for assistance, both as regards 
recruitment in suitable districts and as regards industrial educa 
tion of a practical kind such as is provided by the East Indian 
Railway Company in their collieries at Giridih. 
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To sura up. Granting that a satisfactory labour supply is one 
of the pre-requisites of industrial development (and nowhere, 
perhaps, more than in India, where three or even more hands are 
often required to do the work that one would do in England), how 
can this be best secured, and what assistance can Government 
render in the matter I 

Looking first at the latter part of the question, there seem to 
be two principal ways in which Government might help, viz .:— 

(1) By co-operating with employers in the improvement of 
housing conditions and sanitation generally at big 
industrial centres, and so making possible a fuller 
incorporation of the industrial population. 

('2) By opening recruiting centres in selected districts, by 
granting concessions on the railways, and by sub¬ 
sidising carefully thought-out apprenticeship schemes 
and industrial schools, all in close association with 
employers. 

In aiiswi'r to the first part of the (juestion, I would say that the 
evidence, so far as I have been able to examine it, tends to show that 
the best way to provide labour in India for the requirements of 
industry of the modern type is to delocalise industries so 
far as possible, and so far as is compatible with the other 
economies involved. This is the view taken by Mr. Blunt 
in his C'ensus Report for the United Provinces for 1911, 
and endorsed by Mr. Wattal in his inteiesting jiamphlet 
on the l^opulation I’roblem in India (p. 79). It is a view that 
commends itself in the interests of employers and workpeople alike, 
and finally in the interests of agriculture as well; for a point that 
must not be lost sight of is that, if there are complaints of a shortage 
of industrial labour, there are complaints equally well-founded of 
a shortage of agricultural labour also. Any form of industrialism 
which would rob agriculture permanently of those extra hands that 
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are so imperatively required on India’s small holdings for short 
periods at certain seasons of the year is to be regarded with 
distrust; for I am one of those who believe that the increase of the 
national wealth and the raising of the standard of life in India are 
bound up, and must for many years remain bound up, with India’s 
agriculture. 

E, A. HORNE. 



THE LABOR QUESTION AS AFFECTING 
INDUSTRIAL DEVELOPMENT IN INDIA. 

fPayer read at the liengal Economic Conference.) 

It is a happy augury that a paper on the labor question in its 
relation to Industrial Developmen., in India has been placed first 
upon the agenda of the first conference of Economists in 
India, l)ecause this subject is undoubtedly one of the most 
vital importance to the future of India. There is indeed no 
aspect of the ecdnc/mic and social growth of the country which may 
be so extensive in its influence on the future character of society as 
that of labor; nor any problem which, if rightly solved, is so 
pregnant of possibiliti s of g(X)d results, nor which, if wrongly 
solved, is so potent of evil. .\^nd this at once becomes clear if for a 
moment we think that when wc use those dry technical terms the 
“ conditions of work ” and “ supply of laboj* ” we are dealing, not 
merely with mechanical and mathematical ideas, but with the most 
intimate daily experiences and feelings of millions of human 
beings. Not until we attempt fully to realize the reactions of 
economic conditions upon every feature of human life, have we as 
economists any right whatever to assume that our theoretical 
conclusions may be used as the basis of practical recommendations. 
We must be humanists, in the practical sense of the term, as well as 
economists if we are to be of service to our fellowmen. The 
thoughtful working men of England had, indeed, great Justification 
for the hatred and contempt with which they regarded the 
economists of thirty and forty years ago; for the workers knew, by 
repeated and painful experience, of the importance of many social 
and economic tendencies of which the economists were then woefully 
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ignorant. Let us try to make sure that in India we avoid repeating 
this mistake; which we can do only by resisting the always natural 
tendency to narrow • down the scope of our inquiry. The labor 
question in India has the widest ramifications. It is indissolubly 
connected with the population question .and thus with marriage 
customs and the stan(lard of living; also it is connected with the 
caste system and the land tenure, and with the laws of inheritance, 
and again with questions of housing and education Our investi¬ 
gations must extend to all these and many other spheres, if their 
results are to be trustworthy. 

It is important to be clear, in the first instance, as to exactly 
what we mean by the labor quesiion in India, because this term has 
a very different signification in different countries according to their 
stage of economic development. In advanced western countries the 
phrase has come to be applied to the question of the relations 
between labor and capital—to the struggle between the workers 
organized in trade unions and their masters, the employers, for the 
larger share of the immediate product, and for safer and pleasanter 
conditions of work. In India the meaning is ver different, becau.se 
large-scale industries are in their inf.ancy The labor question 
means here the problem of how to obtain a sufficient supply of labor 
to enable the starting of new industries, mostly those requiring to 
be worked upon a large scale if they are to flourish in competition 
with imports from abroad. 

The limiting factor in the starting of new industries in India 
to-day is not nearly so much the difficulty of obtaining capital as it 
used to be. It may safely be said that for any commodity keenly 
demanded, for the manufacture of which there is an ample supply 
of raw materials, the capital will be forthcoming in India, or from 
abroad, if it can be shown that labor o£ the right sort will be 
available for carrying on the industrial processes Of course the 
question of management is very important; but if this be not 
* available in India it can be arranged from abroad if the supply of 
raw materials and of labor be promising If capital is shy 
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al the present day it is in most cases because it has good 
reason to be so. 1 believe that if anyone will question, as 
I have done, the English and Indian business men who are 
managing, or are concerned with promoting, new industries, he will 
come to the same conclusion. Of course, in every countryi the 
majority of employers grumble about the inefficiency and slackness 
of their employees, for they would naturally like all to be up to the 
standard of the smartest; but the consistency with which one hears 
of an insufficiency of labor, except in certain favored localities, and 
the generality of certain undesirable characteristics alleged in the 
supply that is available, indica'^e, in my opinion, that the deficiencies 
are real. 

It is urged by some, however, that the supply of labor is not 
absolutely insufficient but only relatively so, the determining factor 
being the rate of wages offered 1 f the laws of the supply of labor 
prevailing in western countries applied here, this might be true; 
but the facts seem to point the other wa> The general experience 
is that if higher wages are paid the workpeople, whose standard of 
living is low and remains iinaliered, they save so much the more 
money and consequently depart to their homes so much the sooner. 
This has been proved again and again in the cotton mills and in the 
coal mines, so that paying higher wages may in the short period, 
positively reduce the quantity of labor available A striking case 
occurred during the boom in the coal trade in 1906. The demand 
for labor at the mines of the Jherria coalfield greatly increased, and 
many companies were refusing orders because they could not in any 
way get the labor necessary to work the coal. As the high price 
justified it, some of the mine-owners advanced their wages rates, 
and this at once began to draw labor from the other mines; conse¬ 
quently the latter, to protect fhemselves, were obliged to increase 
their rates equally or even more. The net result was that all the 
mines were paying higher rates, but had little if any more labor 
available than before, the influx of new labor drawn from outside 
being balanced by the'Outflow of labor which had the more quickly 
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satisfi6d its need of a few rupees to tide over the barren months till 
the harvest time and to purchase the few luxurjes wanted for the 
present year. 

The peculiar and imporcant feature of Indian industrial labor 
is that much the larger part of it is still attached to the soil, that is 
to say retains a close family and financial connection with the 
ancestral village. The settled industrial population, permanently 
occupied in a^iven industry, is comparatively small, probably not 
20 per cent, pf all workers in mines and power driven mills, works 
and factorie^, including as “ settled ” persons drawn from old town 
populations. Omitting the indentured labor of the tea-gardens, 
the whole of the remaining supply consists of seasonal migrants, as 
we may appropriately term tliem. Each one will have some fields 
of his own in his village, or a share in the family fields and it is 
essential that he be at home at the times of ploughing and sowing 
and harvesting. Tn the United Provinces tin slack times in 
agriculture are December, January and February, and from early 
in May till the rains break. At such times the labor supply is 
abundant In the lower provinces the busy sea ons in agriculture 
are respectively the planting and the harvesting of the rice crop, 
which are approximately July-August, and November to January. 
At these times the weekly output of coal diminivshes in a very 
marked manner. 

In nearly all parts of the Ganges Valley which are within easy 
reach of a railway the cultivators are by no means ignorant of the 
industrial occupations open to them in the towns and co.alfields. 
From the congested districts of the Oudh there is a continual stream 
of emigiants going to Assam and Lower Bengal, to Bihar, and even 
to Burma and the mines of the Central Provinces But few 
villages can be found in which some man has not been to work 
hundreds of miles away at some industrial occupation. Very often 
there are several such returned emigrants in the village. It is an 
important fact that the immobility of labor in India which is so 
wjdeljr written of does not mean that labor does not travel. The 
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Indian ryot likes railway travelling in spite of the hoexible 
discomfort he usually has to endure. He hears that high wages aro 
VO be earned in certain places, although the cost of livii\g is -also 
high, and he decides to venture forth, after borrowing the cost of 
the railway fare. Being usually sober and thrifty he collects .after 
some months a small pile of rupees. Probably he stays long enough 
to earn as much as will pay off his debts; but in quite a la:?ge 
proportion of cases he never goes back to this industrial ocoppation 
again. Many, of course, do continue to be regular seasonal 
migrants, and thus we often find that there are numerous family 
members dependent on them, some of whom are doing very little 
work, either because the family holding is too small or because it is 
simpler to let it out to tenants and merely live on the rents and the 
remittances of relatives. 

These, then, are the circumstances under which employers find 
that an increase of wages does not increase appreciably the number 
of laborers offering. Perhaps in the long run, after eight or ten 
years, it does do so; but the employer is usually not in a position to 
spend for this distance ahead; certainly not unless he can purchase 
practically a future certainty. It would seem that the rises of 
wages which have actually occurred frequently in recent years 
have been necessary to maintain the existing supplies of labor, 
because industries have been competing against one another, and the 
prices of agricultural produce have risen so much that cultivation 
has paid as well as going to city industries. 

I should like to make it clear that nothing 1 have said can 
justly be taken to mean that I am opposed to labor oamig g 
increased wages. This I should like to see happening, because the 
wages of labor are too low in this country for any reasonable 
standard of civilization to be possible for the workers. But .tdie 
proper solution of this question is more a matter of eSlcien(^-of 
laborer himself and of the capital instruments with mdiioh he>woidB 
than of raimng the present piece-rate for work aotually produced. 
There are cases, of course, where the rate of -rmmuieiratioD is 'mcf 
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Ibw for work actually turned out when compared with English 
standaods; but in most of such cases it will be found that trade 
union combination has been effective in substantially raising the 
wage-rate in England. Speaking generally, however, and in the 
interest of the growth of industries, it is undesirable that wages 
shoulKi be increased except in the same ratio as the worker’s 
efficiency increases. 

The brief review 1 have given of labor conditions as they now 
exist in India is very incomplete; but it is true in its general 
import, in spite of the fact that there are some new factory 
industries, such as potteries, which have no difficulty in obtaining 
labor, chiefly because there is already a large supply of poorly 
paid handicraftsmen having the necessary skill. A general review 
of the labor supply of Bengal and the Ganges Valley is to be 
found in two admirable official reports, one on Bengal labor by 
Mr. Foley, and the other on the ’abor supply available in the 
United Provinces by Mr. S. H. Fremantle. Although written 
twelve years ago, they are not by any means out of date, except 
possibly in certain statistics; for in this period little change has 
come about in the social customs which determine the character of 
the labor supply. 

Before proceeding to consider by what means the labor supply 
for large-scale industries may be increased, it will be more logical 
to examine that school of thought which denies that the growth ol 
large scale industries is a desirable end in the interests of society 
as a wh(de. Ruskin and Prince Kropotkin have supported this 
doctrine, and in India one of its exponents is my friend Mr. Ghandi 
Mr. Radliakamal Mukherji in his Foundations of Indian Economics 
takes a moderate or intermediate view, holding that the handicraft 
industries have a definite place in society and that measures should 
be tjibon to prevent their extinction by the competition of factories. 

The writers who are opposed to large scale industries all 
ndnosciedge' the strictly economic, or rather business, econosaies 
wAidh fes^ fran the divisicm of labor and from large-scale 
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operation. But in therr view the factory system necessarily entails 
such degrading moral and physical tendencies that it creates a 
social evil far outweighing the monetary advantages. There was 
much justification for this view in England when Ruskin wrote, 
and later. There is no need to go beyond this very city in which 
we are assembled to get ample evidence of the degrading conditions 
under which people have to work and live with the advent of the 
factoiy system in our midst. In the factories are noise, dirt and dust; 
and people of all sorts and classes jumbled together, with tiny 
children amongst the machines, brought into the mill so that their 
mothers may keep them in sight, there being no one in their 
homes to leave them in charge ot But conditions in the factories 
are far better than the conditions under which the workpeople 
are housed. They are compelled to live with a whole family in one 
room 10 by 12 feet at l)est, often only 10 by 8 feet with little or no 
verandah. The room will be in a dark, noisome, smelly street into 
which the air and sunshine cannot jienetrate, and which is in every 
way insanitary A visit to any of the congested parts of the city 
will be instructive, if (rouble lie taken to find out the narrow alleys 
turning off the main streets. In the ouiskirts of the city many 
mills have provided housing accommodation for some or all of their 
workpeople, and this is in most cases sanitary; but some which 
have been built, even recently, two stories high along narrow blind 
streets are slums of the worst description from the commencement. 
In almost all mill coolie lines the rooms are much too small, the 
people are crowded on top of one another with no privacy, and there 
is still the’dull monotony of nothing but dirty bricks and mortar, 
which is mentally most depressing to persons who have been living 
all their lives previously in the bright sunshine and green of the 
crops and trees of their native village. The floating character of 
the industrial population also has i'^s own ill effect through the 
absence of that local public opinion which in the villages maintains 
a decent standard of conduct. Living under such conditions as I 
have described the people lose self-respect, and being without the 
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restraint of public opinion they give way to temptations, and 
become addicted to vices of various kinds, of which the drinking 
habit is one of the worst. This is a very moderate picture of the 
condition of the majority of the working classes in this country in 
places where no special efforts have been made to improve their 
condition, just as it would be a moderate picture of the conditions 
prevailing a hundred yeai’s ago in England. 11 is small wonder 
that there are thinkers who would teach us that the social losses of 
the factory system are greater than its gains. 

It appears to me, however, that this attitude is somewhat 
cynical, or at least fatalistic. It assumes that the,se admitted evils 
are inherent in the system, whereas it has been plainly proved in 
numerous cases in Europe and America, and .also in India, that 
workpeople can be employed and housed under conditions whiidi 
are not only not degrading, but are po,sii,ively beneficial, helping to 
improve the health and promoting education. In England we have 
the remarkable examples of the great factories of the Cadbury’s 
and the Rowntrees, with every thought taken lor the efficiency and 
health and enjoyment cf life by the thousenus of their workpeople, 
we have the great soap factory and its model town of Port Sunlight, 
and we have numerous garden villages in the English coalfields, 
alongside mines so safe and : anitary that tlie death-rate is distinctly 
less than the normal ratt* amongst the working classes of all 
occupations. In India we have a striking example of humane and 
intelligent treatment of labor at the Giridih collieries. Mr. T. H. 
Ward, the former General Manager of the collieries, did a great deal 
to develop the system which is now proving so successful, and has 
led to this colliery having a larger proportion of permanently 
settled labor than any other in India, although the wages are not 
high. The people are settled in villages, each man having a field of 
about one-third of an acre around his house which he builds of 
mud—^three or four rooms round a courtyard, the company 
providing woodwork and tiles. Prizes are given annually for the 
best kept house and garden, and the result is surprisingly good. 
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I maiatain, therefcwe, that the right attituide is not ts-wndi^lA 
alidash the factory system, or try to stifle its growth; bat to-tiT’tD 
huinaoize it by a careful study of the needs of the worhers. If the 
same intelligence and mental labor were devoted to looking aiftev 
the workers and promoting their efficiency as is now usually devoted 
to the improvement and care of the machinery, the factory system 
would cease to be a social evil It could be made, I believe, by 
further study a great social and educational force tending towards 
progress Since a large part of every person’s life, save the 
mother’s, must be devoted to work of some kind, it is through the 
conditions of employment and the mode of living it dictates that 
the proper influences tending towards the educational and social 
uplift of the people can be most effectively applied. 

Let me come now to the question of how the labor supply for 
lafge-scale industries in India is to be increased. There are three 
conceivable ways of effecting an increase :— 

(1) By compulsion 

(2) By attracting people to the towns. 

(3) By forcing a certain proportion of the population to 

leave the congested agricultural districts by effecting 
a redistribution of cultivated holdings and enlai^ng 
their size. 

The first method, forced labour, is, I believe, resorted to here andl 
there in the Native States when there is a shortage of labor; but 
it is absolutely out of the question in British India. 

The second method of attracting workers to the teems from the 
meal districts could be undertaken in two ways:— 

(1) By offering higher wages than are now paid. 

(2) By greatly improving the condititois of life in the towns, 

so that workers from the country may find it congenifli 
to settle there permanently. 

I have already given reasons why the raising of wages would noft 
have much effect within tiw short period in increasi^ the snpp^M 
and ahbeoi^ it weuld^disuhifless have some effect m the hnig {nriad^ 
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a mew induetiry cannot stand the present financial burden of such a 
jxdicy. Consequently I am driven to the conclusion that our maim 
line of progress must he the improvement of the conditions of life 
in the towns which are destined by th''ir situation to be great 
centres ©f industry The great majority of Indian cities are miser¬ 
able places for the poorer classes to live in They must live huddled 
together in squalid dirty surroundings, can only with great 
difiiculty maintain their personal cleanliness and family customs; 
and then there is always the risk of plague and other deadly 
diseases. 

In a village on the other hand a family can live in a cottage of 
several rooms very cheaply built, and sui rounded by a little compound 
of its own, thus ensuring privacy It is easy to keep the house 
clean and neat The sanitary practices being natural, are not 
offensive. Hence, there arc many good things of life which a 
family gives up if it goes to settle permanently in an Indian city 

But with intelligent town planning this need not be so. 
Extensive garden ouburb... should bo laid out around the cities with 
areas in which the factories can be located with railway sidings and 
other conveniences Carefully planned and roomy workmen’s 
dwellings should be constructed of pleasantly artistic design and 
with all the reqiiirements of health and social custom This in my 
opinion should be a duty of the State, to tbc extent of securing 
facilities for land and for the necessary finance For mamy yeatrs 
past in England Government has granted loans at a particularly 
low rate tof interest for workmen’s houses which are to be built at 
above >a .oeo’tain standard of comfort, and the same could be done 
heae. As in England the loans could be made to mundciipalitdes, to 
co-operative housing societies, and to employers themselves direct 
so that ovary source of initiative and organization might be tapped. 
This subject in itself is a very big one and it is on^y possible for 
me to indicate this as being to my mind the right and necessary 
'line of action, if our aim is, as I maintain it must be, to secure a 
happy contented permanently settled industrial population in our 
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towns. The present system of working the mills and factories by 
means of a floating population of seasonal migrants, spells 
inefficiency and waste in every direction, and it needs bringing to 
an end by energetic public action. 

The third method which 1 mentioned needs some explanation. 
1 referred to forcing some of the population to leave the congested 
agricultural districts and go to the towns. This is a measure of 
reform which I have been studying lately in connection with the 
improvement of agriculture by consolidating into compact holdings 
the scattered fields which a man nov/ cuKivates This measure 
will promote an agricxdtural revohnion and will itself help to 
promote the establishment of large-scale Indian industries in two 
ways: first by stimulating the demand for manufactured 
commodities, and secondly by rendering labor in the rural districts 
redundant This last will happen because labor-saving machinery 
can be applied when the holdings are consolidated. Hence there 
will be a surplus of population in rural districts, a part of which, 
if we have improved our towns in the meantime may be transferred 
to new industries by the agency of Government labor bureaus. 

In conclusion 1 would like to say that this brief sketch of .a 
very big subject is intended only to indicate some ideas relating to 
what I believe is the best wav of overcoming the labor difficulties 
in India. It* remains for all Indians with public spirit, and 
particularly for those who are economists, to follow up these lines 
of thought, so that each may contribute to the full extent of his 
ability to the right solution of the labor question cm humanist 
lines. Such studies and such experiments as they may make along 
liberal lines after due inquiry, cannot fail to be of the utmost 
service to the future of their country. 


H. S. JEVONS. 



THE DEVELOPMENT OF SAVINGS BANKS. 

(Paper read at the Bengal Economic Conference.) 

In this paper I propose to lay before the Conference a brief 
description of some experimental operations that are being carried 
on in the M 3 rsore State for affording greater facilities to the people 
in the matter of investing their savings. 

2. The institutions of the nature of Savings Banks which 
have existed in the State for many years past fall under three 
classes:— 

(a) Postal Savings Banks under the Government of India 

Postal Department. 

(b) Mysore Government Treasury Savings Banks. 

(c) Co-operative Societies. 

3. The members of this Conference must be familiar with the 
nature of Postal Savings Banks in British India. The Postal 
Savings Banks in the Mysore State are exactly similar and work 
under the same rules. 

There were 210 Postal Savings Banks within the State in 
June 1917, and the number is more or less stationary. 

4. The rules of the Mysore Government Treasury Savings 
Banks are somewhat different. There are 68 of these Savings Banks 
within the State, namely, at the eight district headquarters and the 
sixty taluk headquarters in the interior. In these Banks there is no 
maxinnini limit to individual deposits or ^deposits which may be 
made in an account during the course of a year. The rate of 
interest was hitherto 3^ per cent, per annum but these rates have 
'recently been raised to 4 per cent, per annum in the case of money 
lying in the tr^suiy for moye thp.n six mpnths during the year and 
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to 5 per cent, in the case of amounts lying in the treasury 
throughout the year. 

5. At the end of November 1917, there were 1,011 Co-operative 
Institutions of all kinds in the State, and in most of these 
facilities were afforded for depositing savings. 

6. The area of the Mysore State is 29,475 square miles, and 
the population of the State, according to the Census of 1911, is 58 
lakhs. The number of villages in the State is about 15,000. In 
these circumstances, it was felt about three years ago that there 
was considerable room for improving the facilities afforded to 
people for investing their savings and experiments which form the 
subject-matter of this paper were initiated. 

7. After the proposals were initiated they were first 
considered in the Industries and Commerce Committee of the 
Mysore Economic Conference and then at annual sessions of the 
Conference itself As the result of these discussions the following 
three schemes have been sanctioned by the Government of His 
Highness the Maharaja of Mysore = — 

{a) Village Savings Banks. 

{h) Savings Associations for public offices, schools, factories, 
etc. 

(c) Collecting Savings Banks. 

Work has been started under each of these three .schemes. A brief 
description of such work done under each of the heads is given 
below. 

. Village Savings Banks. 

, 8. These Banks are feeders to the Government Treasury 
Savings Banks and are Government Institutions placed in charge 
of reliable persons—officials or non-officials—who do not receive 
any salary but are paid by commission the amount of which 
depends on the volume of business transacted. The nature of the 
Village Savings Banks in Mysore will be clearly understood from 
the following abstract of the rules for the working of such Banks. 
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Any person who has not got a Savings Bank account of his 
own in any Government Treasury in Mysore may deposit money in 
a Village Savings Banks on his own behalf; if he has an account in 
a Government Treasury, he may nevertheless open another on 
behalf of every minor of whom he is the guardian as defined in the 
Mysore Government Savings Bank Rules in force from time to time. 

Any sum which is not less than one anna or which does not 
involve fractions of an anna may be deposited. There is no 
maximum limit to the amount that may be deposited in a year or to 
the amount that may be held at any time by a depositor. 

When a villager wants to open an account, he fills in an Index 
Card and gives it to the person in charge of the Village Savings 
Bank. The latter sees that the form is correctly filled in * and 
examines the money brought by the depositor. The money is 
dropped, either by the depositor himself or by the person in charge 
in the presence of the depositor, into the Government box kept at 
the Bank. 

Subsequent deposits are dealt with similarly; but fresh Index 
Cards are not taken in the case of subsequent deposits. 

A depositor having an account in a Village Savings Bank 
may, in urgent cases, deposit money in the Government Treasury to 
which the Bank is attached. 

As often as possible and once at least every month, on or before 
the 4th of the month, the person in charge of the Savings Bank 
takes the box to the Treasury at Taluk Headquarters where the 
money is taken over. The box is returned to the officer of the Bank 
duly locked and sealed. 

For withdrawals, a withdrawal form duly signed by the 
depositor is made over to the person in qharge of the Bank. The 
latter draws the required amount on such withdiawal forms after 
they are duly countersigned by him when he next goes to the 
Treasury in the ordinary course. On "his return to the village he 
pays the amount to the depositors. 
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In urgent cases, the depositor himself may go to the Treasury 
and withdraw money. 

Where the persons in charge are so empoweied by tiie Taluk 
or District Treasury OfiiGer concerned, they May make small 
repayments not exceeding one rupee a nmnth to each depositor. 

Withdrawals are not allowed for less than annas four. 

The name of the person placed in charge of each Village Bank 
is notified in the Mysore Gazette. 

An honorarium of annas eight for each rupee of interest 
accruing in his Bank is paid to the person in charge of a Village 

Savings Bank once a year. 

The Bank accounts are kept entirely separate from other 
accounts of the person in charge of the Bank and Savings Bank 
money is never mixed up with other moneys. 

9. Up to date, the opening of 103 Village Savings Banks has 
been sanctioned. Of these 36 have started work. These Bulks 
are started in villages selected by the District Officer. A trust¬ 
worthy person enjoying the confidence of the villagers is also 
nominated by the District Officer to be the officer in charge of the 
Village Savings Bank and his appointment is confirmed by 
Government and notified in the official Gazette. Each Savings 
Bank is provided with a substantial iron receptacle and a sTnall 
steel box to be placed inside the receptacle. The form of this 
receptacle was designed by the Superintending Engineer, in charge 
of the Public Works Workshop in Bangalore. It is made of cast 
iron and consists of a circular box 22^ inches in diameter and 10 
inches high supported on three cast iron legs of ornamental design. 
The bottom of the box stands at a height of 29 inches from the 
ground. The vertical side of the receptacle has a hinged door 
about 8 inches by 7 inches which is secured by a good padlock and 
through which the Bank box is put in and taken out. The 
cyliindrical part of the receptacle is made of sheet iron and its 
circular top consists of an artistic design in cast iron with perfora¬ 
tions through which the box inside can be seen. The box measures 
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lOi inches by 6^ inches by 5^ inches and is made of steel sheets. 
It is provided with a good padlock, the key of which is kept by the 
treasury and is never given to the officer in charge of the Village 
Savings Bank. The box locked and sealed at the treasury is placed 
inside the receptacle by the officer in charge who has the key of the 
padlock of the receptacle. The receptacle has got an opening in 
the centre of its circular top through which a depositor can put his 
hand and drop the deposit money into the box inside. On the 
receptacle the words “ Mysore Government Village Savings Bank ” 
are cast in brass in large letters round the opening in the centre of 
the circular top and a plate in brass on which the names of the 
village, taluk and district, are engraved in English is also screwed 
on the top. On the cylindrical portion of the receptacle, the 
names of the village, taluk and district are painted in prominent 
vernacular characters. On the inner box, the names of the village, 
taluk and district are painted in English and Vernacular 
characters. 

10. The reason why only 38 out of the 103 Village Savings 
Banks sanctioned by Government have actually started work is 
that it takes some time to have the receptacle ready and to send a 
litter with the receptacle to fit it up at the village. The receptacles 
are made in the State Public Works Workshops in Bangalore and 
the design is such as to infuse confidence in the villagers. The 
object is to make them feel that the Village Savings Bank.s are 
Government institutions and by putting money with their own 
hands in the boxes they are depositing it with the Sarkar. According 
to the latest available figures the number of depositors in the 
Village Savings Banks is 107 and the amount deposited is 
Bs. 1,299-14-2. 

Savings Associations 

11. These associations are nothing but a means for establishing 
a joint savings bank account in the treasury on behalf of all the 
persons connected with a particular office, factory, school or other 
institution with the greatest possible facilities for effecting 
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deposits and withdrawals. The account system is very simple, 
there being no receipts, vouchers, ot pass-books, the member’s 
signature in the ledger affixed at the time of the transaction being 
taken as sufficient for all purposes. The nature of these institu¬ 
tions will be clear from the abstract of the rules for working them 
given below. 

All members of an office or an institution including officers, 
accountants, clerks and menials maj deposit money in their 
own names, notwithstanding the fact that they possess their own 
Savings Bank Accounts in the District or Taluk Savings Banks. 

Any sum not less than four annas and not involving a fraction 
of an anna and not more than Rs. 10 may be deposited at a time. 
But there is no limit to the amount that may be tendered as first 
deposit, or to the aggregate amount that may be held at the credit 
of a depositor. 

The sums deposited from time to time are held in the name 
of the depositor and are repayable to him with interest, either 
wholly or in part, as may be required. 

Interest is allowed on the deposits at Government Savings 
Bank rates for the time being. 

At the beginning of each month, when pay is disbursed in the 
office, a clerk is seated near the place of disbursement who receives 
all sums paid for deposit and who enters the amounts received in a 
cash book and simultaneously in the ledger folio of the party 
concerned. The depositor signs his name in the ledger in token of 
his being satisfied that the amount tendered by him is brought on 
the accounts. No receipts are given in acknowledgment of the 
amount. The Association clerk is also available on other days of 
the month to receive such sums as may be deposited. 

A depositor may withdraw any sum not involving fractions of 
an anna at any time on any day during business hours. Such 
withdrawal is entered in the cash book by the clerk ■ and noted 
simultaneously in the* ledger where the party signs against the 
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entry in acknowledgment of the amount withdrawn. He i)s not 
required to furnish any other receipt. 

A depositor may examine the ledger folio relating to his 
account at any time and satisfy himself that the balance shewn in 
his account is correctly entered. Each depositor is recommended 
to do so at least once a month and to record a certificate to that 
effect over his signature in the column of remarks , 

All sums collected are remitted to the treasury and deposited 
in the Government Savings Bank in an account opened in the name 
of the head of the office oi institution The Pass Book relating to 
this account remains in the custody of the officer in charge. 

12. There is a similar set of rules for the working ®f Savings 
Associations in schools. The chief difference in the case of these 
rules is a special provision for such of the pupils as are too young 
to be able to keep a watch over their accounts by personal inspection 
of and signing in the ledgers of the Association. A separate Pass 
Book is given to each young pupil which he may take home for 
scrutiny by his guardian. The pupil is also required to produce 
the Pass Book every time he withdraws monev so that money 
cannot be withdrawn without the knowledge of the guardian. 
This rule regarding the supply of Pass Book applies only to very 
young pupils. The students of the higher forms in School Savings 
Associations are required to watch their deposit accounts through 
the ledger kept in the school in the same way as employees in offices 
do in their Savings Associations. 

13. The scheme of Savings Association was sanction by His 
Highness’ Government in March 1916 Some time was taken up 
in printing and distributing the forms and the scheme was 
practically brought into operation from 1st July 1916. The 
number of Savings Associations which have been furnished with 
registers for starting work is at the present time 194 of which 164 
are already working. 

The total membership of the 164 Associations which haw 
Started, work is about 10,800. The total amount of deposits 
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received tip to the end of September 1917 was Rs. 25,612 oQt of 
which Rs 10,616 belonged to School Associatitms. 

The rapid growth in the number, membership and deposits of 
the Savings Associations in Mysore clearly shews that the institu¬ 
tions have met a genuine and widely felt want and that there is scope 
for such institutions being started in very large numbers in other 
parts of India. 

Collecting Savings Banks 

14. The third class of institutions started in the course of 
these experiments is the “ Collecting Savings Bank.” In the 
Bangalore City, there was hitherto only one Government Savings 
Bank at the District Treasury and a large proportion of the public 
did not find it convenient to go and wait there to deposit or 
withdraw money Therefore the establishment of a Collecting 
Savings Bank was deemed necessary to afford the public full 
facilities to lay by their savings, however small, and thereby foster 
their habits of economy and thrift A summary of the more 
important rules for the working of the Bangalore City Collecting 
Savings Bank is given below from which the nature and functions 
of such institutions will be clear 

The Collecting Savings Bank, Bangalore City, is a branch of 
the District Savings Bank and has its office at the premises of the 
District Savings Bank 

It is in immediate charge of an official of known probity and 
established character, called collector or helper, who works under 
the control of the Officer in charge of the District Savings Bank 
He is provided with a distinctive uniform and a letter of authority 
signed by the Deputy Commissioner, duly specifying his duties in 
English and Kannada 

When necessary, more than one official will be employed each 
with separate jurisdiction. 

The city and its extensicms have been divided into (xmvenient 
circles and the helper conducts business at specified places in 
different circles in diff«t®nt days of the week frmn 7 to 10 A,|f, 
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riie helper fthio visits on specihed days private residences of 
persons who require him to do so to help them depositing or 
withdrawing money. 

He also visits all small otfices, institutions and factories, as 
often as possible and at least once a week, between 3 and 5 p.m, 
He selects for the purpose pay days in offices and factories as far as 
possible. 

A depositor may, irrespective of his place of residence, 
transact business with the helper in any and every place of business 
during business hours. 

All persons having Savings Banks Accounts ('f their own or mi 
behalf of minors in the District Savings Bank, as also those who 
intend to open accounts either on their own behalf or on behalf of 
minors, may transact business through the (collecting Savings Bank 
in exactly the same manner as they would do at the District Savings 
Bank under the rules of the Mysore Government Savings 
Bank in force from time to time. 

Any sum which is not less than one anna or which does not 
involve fractious of an anna may be deposited. There is no limit 
to the amount that may be deposited in a year or to the amount that 
may be held at any time by a depositor. 

When a person wants to open an account, he fills in an index 
card and gives it to the helper. The latter sees that the form is 
correctly filled in and examines the money brought by the depositor. 

The money is then dropped into the Government box kept by 
the helper. Detailed instructions are given for the issue and use 
of Pass Books and receipts. 

When a depositor wants to withdraw money, he gives the 
helper his Pass Book together with a withdrawal form duly signed 
by him noting the particulars required. 

The helper forthwith returns the Pass Book to him after verify 
ing from it that the amount required is at the credit of the depositor 
He draws tiie money on such withdrawal form from the Treasury 
and pays it to the depositor when he next meets him either by 
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appuiotment or in the ordinary course of business making the 
necessary entries in the Pass Book. 

The helper attends the District Savings Bank between 2 and 
'i p.M. every day except on Sundays and holidays where the money 
collected is taken over from the box and credited to the several 
depositors’ accounts. 

To meet urgent but small demands of Rs. 10 and under of 
depositors who cannot wait till the Collector can meet them again, 
tl»o Collector is p’'ovided with an imprest which he may recoup 
every day at the Treasury on presentation of withdrawal forms the 
amounts of which he has paid. 

15. Only one institution of this kind has been started, namely, 
that in the Bangalore City. It started work in November 1916, that 
is about thirteen months ago. The number of depositors in the 
Collecting Saving.^ Bank is 852 The total amount received is 
about Rs. 33,200 and the amount repaid is only a few hundred 
rupees. The Oflicial m charge of the Collecting Savings Bank 
works directly under the Officer in charge of the District Savings 
Bank, Bangalore. He has a special uniform and has already 
become a familiar figure in many parts of the City, specially in 
those inhabited by the poorer classes. 

Qumkral Remarks. 

16. In describing the working of Village Savings Banks, 
Savings ..Vssociatioiis and (Collecting Savings Banks, 1 have wily 
given a very brief outline ol the important ruleo relating to thei?’ 
working. I’rinted copies of rules for the working of each class of 
institutions in English and in vernacular have been placed on the 
taUe for the use of such members as may wish to consult them. 
Copies of them can be had by persons interested in such schemes on 
aj'plication to the Comptroller u> the Government of His Highness 
the Maharaja of Mysore. 

17. I shall now offer a few general observations on the useful¬ 
ness of institutions of this kind in the peculiar eccaiamic 
circumstances of India. All over India the inewne of the average 



The Development of Savings Banks. 


216 


villager is small. This small income, moreover, comes to him in 
irregular and unequal instalments. But he has no facilities for 
safely depositing this small income, secure a uniform flow frmn it 
to meet his requirements during the year, and make it go the 
greatest length for satisfying his wants. Tf he gets some cash in 
hand he is forced to hoard it or is tempted to spend it in a way 
not altogether wholesome in many cases, necessitating borrowing 
when he again wants money. The scheme of Village Savings Banks 
is intended to protect villagers from such temptations and to 
prevent the necessity for such hoarding by burying or otherwise. 
It aims at providing him with a safe place for keeping his money So 
that he can get it back when he wants it with a lillle intere,st. It 
is for encouraging in him the habits of prudence and thrift 

18. The scheme of Village Savings Banks was very carefully 
considered in consultation with the Registrar of ('o-operative 
Societies in Mysore and co-ordinated to the activities of his 
department. Accordingly it has been decided that in villages in 
which facilities already exist for all people to deposit savings 
through co-operative organizations or otherAvise, Government 
Village Savings Banks should not be started It has also been 
settled that if any co-operative society applies for taking up the 
working of a Village Savings Bank already established and if the 
Registrar of Co-operative Societies recommends the application, it 
ihould be sanctioned. The scheme of Village -Savings Banks dws 
not therefore clash with the co-operative movement but supplements 
it. 

19. In more advanced countries, where post offices are 
numerous and banking business is well developed the postal savings 
banks and branches of private and joint-stock banks .secure the 
object in view to a great extent. 

In England there are two classes of savings banks in operation 
—the Trustee Savings Banks which are older and the Post Office 
Savings Banks introduced by Gladstone on the advice of Sir Charles 
Sikes in 1861, France, Belgium, Switzerland, Spain, Italy and 
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many other countries have extensive system of savings banks in 
operation. “ In the colonies the savings banks have also for many 
years past been an important factor in the welfare of the people, 
the two systems of banks, viz.. Trustee and Post Office, in- some 
places working side by side as in the mother coimtry.” ' (Alen. 
Cargill in Encyclopaedia of Accounting.) 

20 Regarding the English and Canadian Post Office Savings 
Banks it has been said : “ In England these banks are everywhere, 
and will accept small deposits from every one wishing to pay them 
in. Because of the existence of the postal banks, hardly any person 
lives more than two or three miles from a confidence inspiring 
depository. 

“ In Canada also the post office banks have served a useful 
purpose. All post offices that are money order offices are postal 
savings banks.” (Eckardt’s Rational Banking System, page 252) 

21. In the United States there were no postal savings banks 
till 1910, but their place was taken by numerous branches of 
chartered banks. In spite of great development in the United 
States of private and joint-stock banking, manv people urged the 
opening of small savings banks by the State thiough the postal 
department or otherwise. 

In response to such popular feeling, postal savings banks were 
authorised in the United States in 1010 If such is the case in an 
advanced country, like the United States, where people are mostly 
educated and active, and can lie expected to take some initiative 
themselves'in arranging for the safe deposit of their savings, the 
necessity for the State providing safe deposit banks for the people 
in all parts, in a country like India, must be apparent. 

22. In the present educational and economic state of the 
country the ntimber of post offices is. and for a long time will be. 
limited. But safe deposit places for the people to keep their 
savings are required everywhere. In this view a scheme of Village 
Saving Banks is very neoessarjr. 
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23. That a scheme of Feeder Institutions to the Post Office 
OT Treasury Savings Banks is useful and beneficial even in countries 
where post offices are very mimerous, will appear from the fact that 
innumerable penny banks, school savings banks and collecting 
savings banks have sprung up and are working in the United 
Kingdmn. In France tens of thousands of School Savings Banks 
have been established in a few years. 

24. It may be said that our system of Village Savings Banks 
does not afford facility for withdrawing money at once wh<*o 
required. That is quite true, but it is not a great draw-back in the 
.system. In Savings Banks, depositing money should be as easy as 
p>ossible; but withdrawal, though easy enough for all serious 
purposes, should not be too easy. In our Taluk Savings Banks as 
well as in the British Indian Postal Savings Banks only a limited 
number of withdrawals is allowed in a month. The same is the 
case in the Village Savings Bank. In fact, it is recognised all over 
the world, that, if we are to have savings banks in large numbers, 
spread over the rural areas, it is not possible to keep complete ca.sh 
and accounts staff in each bank so as to make repayments at a 
moment’s notice. Thus in respect of Canada it is said “ In order 
to operate the Post Office Savings Banks economically it is necessary 
to centralize the Book-keeping and clerical work at Ottawa. The 
hundreds of Post Masters who accept deposit from the people have 
nothing to do with the books or the investments of the funds 
When a deposit is received the Post Master merely enters it in the 
customer’s Pass Book and sends the cash to Ottava When he 
wishes to withdraw part or all of his funds, the depositor goes to his 
local Post Master and signs a requisition or withdrawal order for 
the sum he desires to withdraw. The Post Master sends it to 

t 

Ottawa and in the course of a few days a Government cheque on the 
Ot.tawa branch of the Bank of Montreal will be received by the 
depositor, who thereupon takes his cheque to a chartered bank and 
get$ the money. 
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“If the business were done in another manner—if, for ex&mple, 
the ledgers and other necessary books we'« kept at the post c^oes 
and cash provided to enable the Post Master to pay withdrawal 
cheques immediately on-.presentetion—the expenses of conducting 
the banking operations would rise to prohibitive figures and in all 
probability there would be numerous defalcations discovered every 
year. Thus the enforced delay of two, three or more days, when a 
depositor undertakes to withdraw his money, is something that 
cannot well be obviated.’’ (Eckardt’s Rational 'Banking System, 
page 253.) 

In the scheme adopted in Mysore, we do not concentrate the 
whole work at Bangalore, bid each Taluk Office is the centre of cash 
ahd accounts work in respect of all Village Savings Banks within 
the taluk. In cases of emergency the depositor has the option of 
himself coming to the Taluk Office and withdrawing. So it will be 
seen that, in respect of facilities for withdrawing, the scheme goes 
ns far as is possible and desirable 

25. The system of collection of savings in a locked box with 
aperture is not a new idea In what are known as the “ Home 
Banks ” in many advanced countries, such a method is employed 
with great success. “ A Home Bank ” consists of a small iron box, 
or diminutive ‘ safe,’ with an aperture on the side, through which 
coins may be slipped dropping into an inner compartment which is 
firmly secured by a catch. The box is served out locked and the 
bank retains the key. The idea is, that people will slip in mmiey 
when they have got it, and will then be prevented by the secure 
closing of the box from taking it out again. After a time they 
carry the box bodily to the Bank (it is very small) to have the 
contents taken out and credited to their account. It says smnething 
for the thrifty instincts of human nature that very considerable 
sums are reported to have been collected in this way 

Our system of Village Savings Bank is a local adaptation of 
the Home Bank the Wes being placed in the villages in charge of 
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the headman ot any other trusted individual selected by Govern¬ 
ment, for the use of all villagers. 

26. Some people apprehend that the system of Village 
Savings B^ks may clash with the co-operative movement. There 
is no valid ground for such apprehension. 1 have already stated 
how in Mysore we have practically co-ordinated the two schemeSf 
Wolff has very lucidly and forcibly argued the point and proved 
that a well organized system of savings banks should not injure the 
co-operative movement. As one of the greatest advocates of co- 
operatiwi he of course likes the people’s savings going into co¬ 
operative banks rather than to State’s savings banks. No one will 
deny that he is right and our scheme therefore has been framed so 
as to help, supplement, or prepare the way for the co-operative 
movement, rather than to compete with it. The following remarks 
of Wolff shew that under proper management and guidance 
co-operative banks and savings banks do not compete with and 
injure each other, but by encouraging thrift in a greater degree 
amongst the people, really help each other. 

“ Here is the solution of the difficulty! By the side of our old 
useful but quite unduly treasury-ridden savings banks, which no 
one will want to see abolished, since there must always be great use 
for them, we want free, unbound co-operative banks, to receive 
savings as well. Co-operators who desire co-operative savings 
departments established need not fear that there will be 
want of employment for the money collected. There is sure to be 
plenty. Nor need our savings banks apprehend that, by the side of 
their younger sisters, they will find their occupations gone. in 
Italy and other countries savings banks still continue to grow, and 
those who are wise among their administrators rejoice in the fact 
that there is more saving in consequence nf the co-operative hanks 
having taken the field.” 

27. Owing to war conditions it has become necessary to make 
'all savings in the hands of the people available as far as practicable 

to the Government of India for helping in the prosecution of the 
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war. Various attractive forms of investment to suit all classes of 
people and with an unprecedentedly high rate of interest have come 
into existence. The Mysore Government have done their best to 
secure for the War Loan the savings of the people as far as 
practicable. Only such savings as could not be invested in 
securities are in post office cash certificates remain in our sanngs 
banks. In these circumstances it cannot be said that the three 
schemes referred to in this paper have had a fair trial in the short 
time they have been in existence. But in spite of the unfavourable 
circumstances the success and popularity attained in respect of 
these schemes cannot but be regarded as remarkable. There can be 
no doubt that in normal times their success would have been much 
more marked. In any case, it may be claimed that the result so far 
have been satisfactory and encouraging and that the institutions 
concerned give fair promise to become in course of time a source of 
great economic benefit and advantage to the people. 

J. S. CHAKRAVARTI. 



THE EARLY HISTORY OF THE TEA INDUSTRY 
IN NORTH-EAST INDIA. 

II. 

In my last article I traced the history of the tea industry in North- 
East India to the time when tea from the plantations in Assam was 
really on the market. Tliis point was reached by the end of 1838 
or the beginning of 1839, though the public were hardly satisfied of 
the soundness of the undertaking till a year or so later. ^Vt that 
time it must be remembered the whole of the so-called plantations in 
the Assam Valley, chiefly consisting of groups of indigenous tea 
plants in the jungle which had been cleared of other growth and 
weeds and had been cut down so as to form leaf-bearing bushes, were 
in the hands of Government under a Superintendent of tea culture. 
This Superintendent, Mr. ('. A. Bruce, the r^ al founder of tea 
cultivation in Assam, had oj)ened out such areas in many places. 
Many of his gardens were near Dibrugarh, more near the Tingri 
and other smaller rivers in Upper i\ssam, others were at the foot of 
the Naga hills as far to the south-east as the well known garden of 
Gabro Purbut. 

All that had been proved, however, by 1839 was that tea would 
grow, and that commercial tea could be made for which a market 
existed in London. But the matter was getting beyond the stage at 
which the Government wished to control it. Their idea was only to 
prove its success and then hand it over to private enterprise. Early 
in 1839, hence, both in Calcutta and London, a number of capitalists 
apparently approached Government for the transfer of the existing 
-plantations to themselves and for the creation of a monopoly of tea 
cultivation in the Assam Valley in their favour. 
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The first move was made in ('alcutta, where a company termed 
the Bengal Tea Association was formed in February 1839, with the 
approbation of the Govermnent.* Almost immediately after 
another company of London merchants came forward for the same 
purpose. The Times, in April 1839, wrote as follows:—“ A joint 
stock company is forming in city for the purpose of cultivating the 
newly discovered tea plant in Assam. Their intention is, in the 
first instance, to open a treaty with the supreme Government in 
India for the purchase of the East India Company's plantations and 
establishments in Assam, and afterwards to carry on the cultivation 
of tea there, for the purpose of importing it into this country. The 
project has been taken up with so much avidity, principally by the 
mercantile houses trading with India and the leading firms in the 
tea trade that all the shares were appropriated in a few days and 
before any public notice of it had appeared. The capital to be 
raised is £500,000 and it is stated that a communication has already 
been opened with the Board of Trade and the East India Company, 
preparatory to a negotiation for the purchase of the Assam 
territory.” 

The two—that is to say the Calcutta and the London companies 
—combined their forces almost immediately. It was obvious that at 
the stage things had reached there was no room for two such 
ventures and by the middle of 1839 they had agreed to join interests. 
This was suggested, as was stated in a meeting of the Calcutta 
branch,* in order that “ the junction of such interests as were now 
combined would induce His Honour in Council to consider that no 
better guarantee could be given to the Government of Bengal for the 
early establishment of this important trade upon a bold and 
energetic scale.” At this meeting a resolution was passed “ that 
the Bengal Tea Association do form a junction with the London- 
cmnpany on condition that the local management be conducted by a 
committee of directors to be elected exclusively in this country.” 


^ Englishmant June 2(lth, j[839. 
t On Mi^y SOth, \m 
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Thus was originated the peculiar constitution of the pioneer tea 
ccanpany the Assam Company—in its early days whereby it had 
two controlling bodies—one in London and another in Calcutta,—an 
arrangement which seems almost to have invited disaster. 

In the meantime, the formation of the Assam Company in 
London, though it received the approval of the heads of the East 
India Company, did not do so without opposition. This was 
apparently partly due to a fear that the Company would be given a 
monopoly, and partly to a belief that it had been engineered for 
reasons not given out to the world. At a meeting of the proprietors 
of the East India Company (June 19th, 1839) the opposition was led 
by Sir Charles Forbes, and he got an assurance that no exclusive 
privilege in Assam would be granted to the Company. This did not 
satisfy him, however, and he stated that “ he feared, although they 
were told of the immense advantage which must result from this 
plan, although it was said that the people of this country, as well as 
the people of India, Mahomedans and Hindoos, would profit to an 
infinite extent by this scheme,—that it, notwithstanding, would all 
turn out to be a humbug.”^ 

It was recognised that apart from actual technical difficulties 
in the cultivation and manufacture which were not, as we shall see 
later, sufficiently considered at the time, the chief obstacles to the 
success of a truly commercial enterprise were the lack of labour and 
capital. Captain Jenkins, the administrator of Assam, described 
the country as a land flowing with milk and honey, with provisions 
abundant and easily procured, and only lacking these two 
necessaries. The capital was now provided by the Assam Company, 
the lack of labour remained, and as w»’ know, has remained almost 
till to-day one of the chief obstacles to the development of the tea 
industry. 

It was well, however, that the difficulties in the provision of 
labour and in the technical management of tea gardens and the 


* Asiatio Journal. Meetnig held June Uith, 183H. 
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manufacture of tea were not fully realised by the promoters of the 
proposed company. As it was, there was much enthusiasm both in 
London and Calcutta, and as a result of the union of the two sets of 
interests, the Government agreed to hand over two-thirds of the 
experimental tea gardens in Assam to the new company. This being 
the case, a “ deed of settlement ” was made among the subscribers 
to the Company to remain in force until a charter or an act of 
Parliament was passed constituting them a company as was the 
usual custom in those days. 

The organisation of the Company was peculiar. As already 
stated it had a double board of directors whose powers were divided 
as follows The duties of the Calcutta local directors were “ the 
local management of affairs in India in the purchasing, improving, 
and clearing lands in Assam aiul elsewhere in India and of buying, 
renting, or building necessary warehouses, offices, and other 
buildings in India and in obtaining, employing and removing 
officers, managers, clerks, servants, labourers and generally in 
superintending and conducting all the business and affairs of the 
Company there, and fulfilling contracts for that purpose. 

“ Provided always,” as the deed goes on to say, “ that they shall in ’ 
all respects conform to these presents .and any rules and regulations 
made by a general meeting . and any directions for their 
guidance given by the General Directory of the Company.”^ 

The Company having been formed, two-thirds of the experi¬ 
mental plantations in Assam were handed over to the Company on 
March 1840. and Mr. Bruce joined them as Superintendent of the 
Northern ‘Division with headquarters at Jaipur. The other 
division of the Company’s plantations had its headquarters at 
“ Nazeerah ”® which has remained to this day the headquarters of 
the Company. A gentleman named Masters was appointed as 
Superintendent of this division. The arrangement with Govern¬ 
ment was that the lands were to be occupied for the first ten years 

' Report Assam Go., for (Ixiudon). dated May 7th 1841. 

• Now generally written Naiira. 
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rent free, and at the end of this time the assessments were not to be 
higher than for rice lands generally. The cultivation of the poppy 
for opium was entirely prohibited. 

Labour difficulties began from the fiist day. Bruce had used 
local labour, aided by a few (''hinese. But in tht fir&t report from 
Masters it was stated that there was little local labour, but that the 
Assamese were beginning to work, “ and for the important art of 
tea manufacture, they seem particularly adapted, and likely to 
supply eventually all the labour that will be recjuired This was 
obviously, however, not enough and great efforts were made to get 
labourers from outside. It must never be forgotten that Assam had 
been almost depopulated before it came under British protection by 
civil war and by an invasion from Burma Any large enterprise 
had therefore in a very large measure to provide its own labour 

The first attempt to fill this need was by the import of Chinese 
coolies. A large number of Chinese coolies were brought round 
from Singapore, but " they were selected without discretion Every 
man with a tail was supposed to be qualified to cultivate, manipulate, 
and prepare tea. They were sent up without adequate control At 
Pabna they quarrelled with the natives, or the natives with them : 
some sixty were captured by the magistrate, and consigned to jail, 
and the rest refused to proceed without their brethren. Their 
agreements were therefore cancelled and they returned to Calcutta 
committing depredations in their progress. On their arrival in the 
city of Palaces, they seemed to revenge themselves on society, for 
the papers were daily filled with police reports of the outrages they 
committed. They were at length caught and sent off to the Isle of 
France, the planters of which will doubtless consider that it is an 
ill wind, indeed, which blows no one any good.”^ The London report 
of the Assam Company put it more shortly when it said that the 
Calcutta Board imported “ several hundreds of Chinese.” “ These 
men turned out to be of a very bad character; they were turbulent. 


" Letter quoted in report dated May 7th, 1S41 (T^ondon). 
’ Friend of India^ September 9th, 1841. 
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obstinate, and rapacious. Indeed they conunitted excesses which w 
occasions endangered the lives of the people among whom we had 
sent them, and it was found almost impossible to govern them. So 
injurious did they seem likely to prove that their contracts were 
cancelled and the whole gang with the exception of the most expert 
tea makers dismissed.” Thus ended the first attempt to bring 
Chinese labour to the Indian tea plantations. 

But labour had to be obtained if development was to go on, and 
hence a large number of “ Dhangar Coles ” were recruited. But 
misfortune dogged the footsteps of the pioneers. Cholera broke 
out among six hundred and fifty-two of them who were proceeding 
to Assam, and the survivors disappeared in one night and no trace 
of them was ever found. Labourers from Chittagong were also 
useless. And among such coolies as were on the plantations in 
Assam, the mortality was very high indeed. Deaths occurred with 
appalling frequency also among the European and other planters. 
In the first year the Company lost the services of Dr. Lumqua, a 
Chinese doctor long established in Calcutta who had consented to 
assist the (Company in its early stages in Assam and of four 
Europeans from its small staff. The Assam Company, indeed, 
began very early to feel the difficulties of climate and of labour 
supply which have been among the greatest which the industry has 
had to fight. 

The absolutely unoccupied character of the country, at any rate 
in the area worked from Nazira is illustrated by two letters from 
Masters. In the first of these he says “ I have now been in this 
district eighteen months, and know comparatively little about it, 
owing to the dense tree forest and coarse high grass jungle with 
which the land is all overrun, so that when travelling one can see 
nothing but what lies in his immediate route and I am continually 
finding fresh patches of groxmd occupied by the sites of former 
villages or gardens or temples or tanks of beautiM water or small 
patches of tea plants and immense tracts of waste land.” A second 
letter illustrates anbther aspect of condition. “ It was with great 
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dii&}ulty that 1 could procure elephants when I first came here: I 
could not purchase one at any rate. ... A herd of elephants, 
however, having gone off from Jorehaut in that direction ” (towards 
Gabro) “ tfiey were followed and thirteen of them secured.” 

Nevertheless in spite of the labour and health difficulties the 
Company had a considerable a^ea of tea in cultivation by the end of 
1840, and at the annual meeting in Calcutta (August 12th, 1841) 
there was stated to be 2638 acres in actual production. The 
production was, however, by no means intense, for the average 
number of plants per acre was only 457! As has already been 
indicated, most of the area consisted of groups of tea plants found 
in the jungle, cleared and cut down for leaf yielding. The total 
amount of tea made this year was 10,7l21bs. The cost had, however, 
been enormous up to the end of 1840. £65,457 had been sent to 
India from London. Naturally a good deal of this had, however, 
been absorbed in capital expenditure. A steam boat had been built 
and purchased in Calcutta of which we shall hear later. A saw 
mill had been sent to Assam, to be set up at Jaipur, and no less than 
Rs. 1,23,275 is put down in the Calcutta Board’s report for “ Labour, 
lost and unproductive.” 

At this stage the ('ompany was still sanguine in spite of 
difficulties, and they ventured to estimate production in future 
years, as rising to 40,0001bs. in 1841 and to 320 0001bs. in 18451' 
We shall see how this estimate was falsified in every particular. 

The condition of the whole enterprise at this time, the way in 
which the management was in the hands of their Chinese tea 
makers, and the unsatisfactory character of the European assistants 
sent to Assam are well shown in the following quotations from 
letters from Mr. Masters. On February 12th, 1842, he writes to 
the Directors :—“ You will please to observe that these tea makers 
(Chinese) are very great gentlemen; even those who receive but 
Rs. 3 per month consider themselves so, and object to do anything 

* Gftloutt* Board Reporit Assam Co., published in Friend of India^ September9th, 1841. The 
Bhareholden’ meeting was held on August 11th, 1841. 
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else but make tea. When spoken to, they threaten to leave the 
service if they are insulted by being asked to work. Gradually this 
will wear away as we shall soon have them under our control, and i£ 
they continue saucy, we may take a convenient opportunity of 
making a strike for two or three months, and when they lose their 
pay, they will probably become sensible that they are dependent on 
the Assam Company for their livelihood Mi’ Masters hardly 
gives one the idea of a tactful manager! 

With regard to the European assistants who had been sent he 
wrote in another letter. “ Hitherto 1 have been overwhelmed with 
assistants many of whom have been unaccustomed to agricultural 
employment, but the greatest inconvenience attending the assistant 
establishment is the unhealthiness of the climate; it so often happens 
that after much difficulty has been experienced, and the assistant is 
becoming acquainted with his duty, and he and the natives are 
becoming a little reconciled, the assistant falls sick, and is obliged 
to leave his post: i f another is sent, the same difficulties and 
inconveniences are repeated .. .11 must be evident to the Directors 
that a passionate European entirely ignorant of the language and 
entirely ignorant of every part of his duty can but be worse than 
useless.” J can quite understand Mr. Master’s annoyance, but my 
sympathy goes out to the young Englishman, landed in a very 
unhealthy country, absolutely in the jungle, with nothing to relieve 
the tedium of continually driving coolies to work at a job which 
neither he nor they understand When we remember that the 
amount allowed for an assistant’s house was but Rs. 300, that there 
was no sanitation, and that the unacclimatised European was 
planted down, and got fever, most probably, before he had been there 
more than a few days, and was never afterwards really free from it, 
—^we could hardly expect anything but despair, irritability, illness 
and often a speedy death. 

In the second London report,’ though things are still stated to 
look promising, there begins to be a doubt. Nothing more is said 

• Report dated May Wh, 1842. 
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about the labour question and so we may consider that this is 
temporarily solved. The kind of gardens at this time is well 
illustrated by figures given both by Masters and Bruce. I quote 
some at any rate of the names of the gardens, as they may interest 
those in Assam at the present time. Gabro Purbut consists of 44 
yoorahef-^ of which 10 poorahs were large plants, 20 poorahs 
middling plants, and 14 poorahs small plants and seedlings. Satseia 
had 213 poorahs. Cherideo had 23 poorahs. Rokanhabbi had 
360 poorahs nearly all just planted. Deopani had 20 poorahs. All 
these names will be recognised as being still included in the Assam 
Company’s property. Masters states that he planted his seedlings 
five feet apart, and he considers that the cost of clearing and 
planting a poorah of tea will be Rs. 100, while the annual cost of 
upkeep would be Rs. 50 per poorah. Taking a poorah as 1-21 acres, 
these will be equal to Rs. 83 3 as capital cost and Rs. 417 as annual 
cost of upkeep, per acre. 

In the other division, in the control of Mr. Bruce, the sites of 
several of the gardens will be recognised as being now in the Tingri 
Tea Company’s estates, and also in the companv’s working near 
Jaipur. Kahung had 31 poorahs of tea, 11 poorahs newly sown. 
Tingri (including Ballyjan and Tipling) had 34^ poorahs. Hcxigrijan 
had 31^ poorahs, with an area of newly planted tea. The famous 
tea seed garden, “ Bazaloni ” appears in this group in 1841 .• Near 
Jaipur we find other gardens whose names still exist. Tn this 
section we hear first of the definite planting of China seed. An 
interesting estimate by Mr. Bruce is that it required one man coolie 
on Rs. 4 per month to keep one poorah of tea in cultivation. 

The presage of coming disaster seems to pervade the atmosphere 
during 1842 and 1843 both in the reports of the Assam Company and 
in the remarks on the subject in the Calcutta newspapers. There 
were evidences of mismanagement everywhere. The steamer built 
for the Company as their means of transit to Assam proved a failure. 

The figure given for the area of a poorah varien. It is soinetimeu spoken of as 84 aoves. In 
the present report it in given as 1*21 arres which T think is the figure which should he taken \t\ 
thaee report^. 
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“ The Assam Tea Company,” says the Friend of India, aftir 
having sent their new steamer on one trip up the Berhampoeter, 
have, on her return, offered her for sale. The cause is not made 
known,—probably her inability to steam the current of the 
Berhampooter ” The amount of tea made in 1842 was far less than 
nsLght have been anticipated, and only amounted to 36,000 Ifea, white 
the net cost of the undertaking had been £160,000. Mr. Masters 
from Assam, evidently feels, from his letters, that there is something 
imsatisfactory in the methods of tea growing and plucking adopted. 

By the latter part of 1843 it was certain that something was 
amiss. The Calcutta directors sent a conunissioner to Assam to see 
what was wrong.^* Both Mr Bruce and Mr. Masters we^e 
STUumarily dismissed, and the report presented for the year 1848 is 
doleful indeed “ Since we last met,” says the report,“ “ your 
directors have seen much to diminish the confidence which Idi^ 
expressed at the last meeting in the ultimate success of the Company; 
that confidence was necessarily founded on statements and calcula¬ 
tions prepared in the Province where our operations are carried on. 
These data have since been altered by the parties who supplied them 
in many material respects, and the produce of the year has fallen 
short of the estimate in respect to quantity by one-third; at the 
same time, the current expenses of the Company appeared not to be 
diminished ” They went even further than this, and wrote:—“ We 
have positively forbidden the local board in Calcutta to pass any 
more bills upon us, and have enjoined them to reduce their expendi¬ 
ture to the level of the means at their immediate command. We 
can, therefore, safely pledge ourselves that no further call shall be 
made upon the shareholders until your directors have shown 
sufficient grounds for recommending you to prosecute the enterprise 
in which we have embarked with renewed vigour ” 

The position was truly perilous for the shareholders. But, to 
all appearances, a change for the better occurred. The Company 

» May ItHh, 1842 

J M. Maokie. Bb Veaohed AMam tn October 1848, 

Proeeoted (T/>nrlon) April 28rd 1844. 
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bad so far not been under limited liability. But a special act of 
Parliament was passed in 1845’^ which settled their position. It 
was only to last till April 30th, 1854, declared a capital of fifty 
■lakhs of rupees in shares of five hundred rupees. The cultivation 
of opium, sugar and coffee was prohibited 

In the meantime expenses at least had been reduced, and this 
was something. The relationship between expenses and yield was 
as follows:— 

Yield of Tea Expenditure. 

1841. 10,505 lbs. £12,984 

1842. 31,398 „ £16,560 

1843. 87,705 ,. £13,146 

1844. 120,422 „ £7,284 

This so pleased the directors that they very foolishly, as is now clear, 
declared a dividend of lO.s- per sliare in January 1846, though no 
profit whatever had been made. This was the only dividend the 
shareholders saw till 1852 

There seems, however, to have been a renewed burst of confidence 
as a result of the full incorporation of the Company, and of the 
reduction of expenditure This spread to the East India Company. 
Their experiments now having reached what they considered to be 
a complete success, they now decided to withdraw entirely from 
their connection with the industry, and the portion of their 
lexperimental gardens which they retained were ordered to be 
sold. The occasion is of such general interest that we may quote 
their orders on the subject. “ The information contained in these 
proceedings is very satisfactory and gratifying to us. The sales 
of the tea, both in Calcutta and London, judging from the 
statements of the cost per pound'® .... confirms the opinion.... 
expressed that the article may undec proper management be 
cultivated at a real remunerative price, and we accede to your'* 

of ISM 

^ The ooet of a orop of MfyOOOlhs. in 1845 is given as 14 atiuaH pei pound with all expenses, 
inolodiM freight and insurance. 

The Oovemment of Bengal. 
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proposal that the Government should withdraw from any further 
connection with the cultivation or manufacture of tea in Assam.” 

Though the Govermnent, by these orders, indicated that they 
considered that the industry was established, yet I do not think 
that this was by any means the case. Certainly after the first 
extravagance and mismanagement, the prospects appeared a little 
more hopeful. But though a dividend had been paid, no real 
profits had been made. The estimates of yield had been 
considerably falsified, and the same or a greater area showed signs 
of giving less yield than in previous years. There seems to have 
still been hopeless mismanagement, but, even more than this, it 
became increasingly evident that nobody knew how to grow tea so 
as to maintain the yield of the bushes, let alone increase the amount 
of tea which could be made for them. The concern had now in fact 
reached the stage when the method of planting and plucking tea 
which had been learnt from the Chinese who had taught the 
pioneers, had definitely broken down, and it was evident that 
unless new methods could be found which would yield more tea and 
maintain the yield of the bushes better, the industry must close. 

The London Directors were the first to see this. Concentration 
on a smaller area till success was obtained in this matter was their 
policy, and in 1846 they, hence, closed down altogether the so-called 
northern and eastern divisions of the company (the Tingri group 
and the Jaipur group of gardens). But the position was firft 
really faced in the report for 1847, published in 1848. In this the 
Directors definitely confessed failure, threw the blame on the 
Calcutta Board, and they go so far as to confess that they are 
doubtful whether it is worth while to continue, as even with a policy 
of great econmny and very great care over expenditure, it was only 
just possible to keep the concern from showing a loss. There seemed 
no confidence as to its future capacity for profit It is curious to 
find this only two years after Government had, with a great flourish 
of trumpets, declared) the industry established. 
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The position is well shown by the following extracts from the 
Report of the Assam Company for 1847. “ The General Directory 
.... think it proper to mention to you that they find among the 
proprietors, and even among their own body, a difference of opinion 
prevails upon the vital question whether it is desirable or not to 
continue the operations of the Company. On the one hand it is 
contended that under the present system of management there is at 
all events no loss, and that the last year was the first in which the 
expenses in the province were kept within the estimate or nearly 
so, and the anticipated outturns of produce was not only realised 
but exceeded, while at the same time there is every reason to expect 
an annual increase in produce from seedlings, and the vacant spaces 
in our present cutivation being filled up ... and therefore it would 
be unwise to throw away all that has been spent on the enterprise 
at a moment when there appears so 'ittle chance of further loss and 
much reason to hope that some part of the money spent may be 
redeemed. On the other hand, it appears to be thought by many 
that there are too small hopes of success and too limited an amount 
of profit to be anticipated to render it advisable to continue our 
operations.” 

The London directors actually in the sequel asked the Calcutta 
Board to make them an offer for the whole company, and stated that 
they “ would feel inclined to recommend to their shareholders the 
acceptance of any proposition that would give them a moderate 
sum per share, rather than depend on the distant prospect of a 
larger benefit.” No offer was, however, made, and both the London 
and Calcutta authorities determined to risk another year (1848) 
of woi’k. 

We have now reached the lowest point in the fortunes of tea 
cultivation in Assam. The great hopes and prospects of a successful 
tea industry seemed to have almost disappeared. The recovery 
from that position was primarily due in the first instance to two 
'men,—(me in Calcutta and one in Assam,—whose confidence in the 
imdertaking, whose business capacity, and whose integrity of 
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character drew the Assam Company freon the brink of despaiir and 
made a future tea industry in Assam immediately possible. Tteia 
were Mr. Henry Burkinyouitg in ('alcutta and Mr. Stephen Momay 
who took chaige in Assam in 1847. In five years these made a 
bankrupt concern into one which it was rece^ised could at least 
pay its way. There then followed ihe improved technical skill askd 
methods introduced and carried out by Mr. George Williamson on 
the gardens in Assam, which made it into a very profitable industry. 

The state of things into which affairs had drifted in 1847 was 
well described in a Calcutta paper, a year or two later, when the 
worst was over, as follows^^:— 

“ The mismanagement of Joint Stock Companies in India has 
been so general, and its effects so disastrous to ail concerned with, 
or interested in them, that we regret we cannot afford space at 
present to detail the measures by which the rapid downward 
progress of this Company has been so timely arrested, and its rescue 
from destruction on the very brink of ruin so promptly effected. 
We presume that all the old hands, when they perceived the inevit¬ 
able fate awaiting their reckless mismanag^ent, with the instinct 
of rats, left the concern, for we find none of their names in the 
present board or in the management. 

“ If we are rightly informed, when the present authorities of 
the omnpany took charge of its affairs, they found that upwards of 
21 lakhs of rupees had been expended Upon buildings and 
cultivation, which it was found, on sending a new superintendent 
to Assam ought not, under judicious and careful management, to 
have cost cme-tentb of that sum; buildings which ought not at tibat 
stage of their operations to have been erected, had been so slightly 
constructed that they were already tumbling down, and but little 
was to be found of the extensive clearing and planting which Md 
been reported from Assam, and paid for, and even those in existesoe 
were in such a neglected state, that another rainy season would 
have obliterated every trace of them. The credit and resources of 

friend qf huHa^ Hay 9th, 1850. 
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the coMifWiny were exheiisted : they were £7,000 in debt in Londcm, 
B9> 46,000' ia. Calcutta, while the indispensable outlay required in 
Assam to save the miserable wrecks there, almost drove the then 
local directors to despair, and the more so, because the London 
Board ur,ged upon them the closing or even total abandonment of 
the concern. They, however, possessed discernment enou gh to 
perceive the capabilities of the enterprise under better manage¬ 
ment and with a spirit, firmness, and confidence that does them 
infinite credit, raised funds on their own individual credit and 
responsibility to make one more effort to retrieve the affairs of the 
company.” 

That this was not too dark a picture can l)e seen from the official 
documents of the company. Mr. Burkinyoung, the Chairman 
of the Calcutta Board of Directors wrote in 1848: “ You, 

as well as ourselves, have of course long been aware that whilst the 
paid up capital of the company had been entirely sunk by the close 
of the year 1844 or nearly so, its expenditure had not been devoted 
to the true interests of the undertaking, and the extended properties 
which such a sum should have opened out .so far from having been 
raised, a most limited and insufficient area of tea cultivation was 
in possession of the company, the chief portion of the capital 
having been devoted to extraneous and useless purposes, and, in 
effect, so far hopelessly squandered.” It does seem remarkable, in 
fact, to find that the area really under cultivation in 1848 was only 
40Q-to 500 poorahs (say 300 to 600 acres) 

With business management, however, the concern showed a 
profit &f £3,000 in 1848, and the report for that year” shows new 
lK^}e, and new confidence Out of the debt of £7,000, £2,000 were 
paii And the prospects was sufficiently promising to propose a 
new call of £1 per share (•£16,000) to extend the real cultivated area. 

On the technical side the production of tea, as will be 
recognised by all who know tea in Assam in these later days, the 
‘authorities were still only feeling their way. The maximum yidd 


Puted London, May 4th, 1849, 
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per acre on the company in 1848 was 27filbs. of tea. The 
largest yield in the year was ditained in April and the aeaMB 
finished in Septembel*. The actual yield month by m<mth was as 
follows:— 


March 

April 

May 

June 

July 

August .. 
September 


• 18,269 Iba 

.. 41,126 „ 
36.8W ,. 
.. 87,628 „ 
.. 81,920 
26,079 

.. 19,845 „ 


To us nowadays this would appear, even with China plant, to 
show that the bushes were being overplucked in the early part of 
the season, and were never allowed to grow properly before the 
leaf was taken. This state of affairs continued, however, for some 
years longer. 

Prc^ess was very gradual. The Calcutta directors wished 
to go ahead: the London Board, having had their fingers burnt so 
many times, held them back. In 1849 the northern and eastern 
divisions (Tingri, Jaipur, etc.) were re-opened : on this the London 
Board expressed “ their feav as well as displeasure.” But the area 
was slowly extended, and what was more, in spite of the 
expenditure on this, small profits were made. The crop in 1849 
was 216,000lbs. The debt was reduced in this year to £2,600, and 
in the next season, with a net profit of £5,026, the whole 
disappeared. At last the first genuine dividend out of profits was 
paid in 1862 (for the 1861 season).”. It only amounted to 
2| percent., but it proclaimed to the world that the omnpany, 
having made consistent though small profits from 1848 onward, was 
no Icmger the bankrupt concern it had been supposed to be, and had, 
at least, possibilities of success. 


** fUport dated May Sid, ^850. 
w Hfljxirt dated May Tth* 
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This was followed by a dividend of 3 per cent, in the following 
season** and then the two men who had brought the C/Ompany from 
despair to a moderate amount of success - Stephen Mornay in Assam 
and Henry Burkinyoung in Calcutta—retire d. One cannot 
exaggerate the debt which the tea industry owes to them. Their 
successors improved their resultsbut they it was who made a tea 
industry appear possible in North-East India. 

The new manager in Assam was Mr. George Williamson, 
perhaps the greatest figure in the development of the Assam tea 
industry, and afterwards the founder of the Calcutta firm of 
Williamson Magor & Co ; the managing director in Calcutta was 
Mr. W. Roberts, afterwards well known for his connection with 
the Jorehaut and other very successful tea companies Williamson’s 
report in 1853, after taking charge, was very interesting. He had 
been there under Mornay and had studied tea planting as nobody 
had done up to that time He found a yield over the whole of the 
gardens of 1961bs. of tea per acre** only The local cost of tea was 
between five and six annas a pound He recognised the evil of 
China plant which had been used in putting out many extensions. 
Speaking of one garden (Kachari Pookri) he says “ it also possesses 
an advantage . in having no China plan*, the inferior yielding 
of which in respect to quantity, is now a well established fact.” 
He notes the great lack of labour, and the unhealthiness of the 
places, and speaks of serious attacks of cholera “ which continued 
with unremitted virulence for three months.” 

But so far as I can judge, Williamson’s success was primarily 
due to his recognising that if tea leaf is to be plucked, the tea 
bushes must first be allowed to grow The season thus tends to 
become later. Little tea is obtained in March and April, and when 
the Directors get alarmed, he re-assures ‘them that all is right. 
“ Injudicious and ignorant plucking may seriously injure the plant 
and even cause its death by rendering it more liable to he attacked 

^ Report dated May 6th, 1853. 

* The figures are given per pnorah, I have otmverted these inlo vu'Ws per acre, 
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by white ants and worms.” The result of his policy was a singular 
increase of yield per acre. Apart from bad business methods, the 
non-recognition of that on which Williamson now insisted was, I 
feel, the biggest cause of the early failures. The lack of technical 
skill and knowledge had made large success impossible until 1862. 

But now with business management, and a man, who had 
studied the tea bush and its yielding, in charge, things went ahead. 
The area, crop profit and dividend for the years following are 
shown below;— 


Year. 

Crop 

Profit 

Dividend. 

1852 



3 per cent. 

1858 

. 366,687 lbs. 

£13,262 

5 ,. 

1854 

.. 478,258 ., 

£20,641 

6 „ 

1866 

.. 658,628 „ 

£11,480 

7 ,. 

1866 

. * ...... 


8 

With 1866 

we reach a point 

when the 

pioneering days were 


over, and at this stage we may leave our study of the early days of 
the tea industry. It had proved itself so profitable tha* other 
companies were being formed, that prospectors for tea were all over 
the province, and that a regular industry was in the full course of 
development. It had, however, taken twenty-two years to reach 
this stage from the time when Government appointed its tea 
committee in 1834, as I have shown, the establishment of the 
industry had had by no means a plain course. The Government 
undoubtedly gave up their experimental work too soon, befenre the 
best method of growing tea had been discovered, or any way was 
really knovm of maintaining the crop from tea bushes. The Assam 
Company entered the field too early, before the knowledge of the 
subject was far enough advanced to make success really possible. 
It was mismanaged no doubt. The extravagance from 1840 to 1847 
was colossal, and deserved the failure it got. But the technical 
knowledge required, for success was hardly there, and even when 
business methods became perfectly satisfactory there was still only 







The Early History of the Tea industry in North-East India. 239 

very moderate success until the technical advance had been made 
which was required for large and continued yields of tea. 

The pioneers of the tea industry are nevertheless men of whom 
we may well be proud. Jenkins who got the experiments 
established'; Bruce who showed that tea making in Assam was 
possible; Mornay and Burkinyoung who proved that tea would 
at least pay; and Williamson who showed how to cultivate tea in 
a really profitable manner,—all these names deserve remembrance 
and i*ecognition. Building on their foundations progress was 
rapid. The next ten years showed an almost inconceivable develop¬ 
ment, and such profits as led to speculation and almost to ruin in 
186® and the years following. That is, however, another story. 
The foundations of one of the greatest of Indian agricultural 
industries had been well laid by 1856, and tea cultivation and 
manufacture had been placed on the track which had led, through 
many vicissitudes, to the position which it holds to-day. 

HAROLD H. MANN. 



THE INCOME-TAX BILL (NO. 21 OF 1917). 

It is the business of this article to inquire into the subject-matter of 
the new Income-tax Bill, from the point of view of an impartial 
student of finance, and to determine how far the objects and reasons 
with which it has been drafted are likely to be fulfilled. But before 
dealing with this particular Bill, a general remark requires to be 
made on the nature of the Indian Income-tax itself as a fiscal 
resource. 

While Great Britain and other civilized countries which can 
legitimately boast of a well-organised financial administration have 
attached great importance to income-taxation on the principles of 
justice and sound finance, it is much to be regretted that India, 
though imder active British guidance, has neither recognised the 
justice of such taxation, nor adopted it to any appreciable extent, 
even though her financial needs are great and ever-growing. In 
fact, the income-tax holds a very insignificant place in the country’s 
revenue-system. But every country that has tried it has recognised 
it to be the justest of all taxes now known to mankind. Why should 
not fiscal justice visit India too i Here the taxes on necessaries 
have been very heavy and oppressive to the poor; and at least to 
compensate this inequality, it is necessary to makt the income-tax a 
more prominent source of revenue in this country. As a fiscal engine 
it has proved to be very productive in Great Britain and elsewhere; 
Mid the only proper means of satisfying the urgent financial needs 
of this country are to be found in an increased and more thorough 
introduction of income-taxation into its financial system. Great and 
necessary reforms, such as the introduction of free elementary 
education, and promotion of scientific and technical knowledge, 
which will vastly increase the potentialities and productive powers 
of the people, are bding indefinitely postponed on the plea of want 
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of financial strength. This excuse is clearly untenable, in view of 
the fact that a proper adoption of the income-tax, while satisfying 
the canons of justice, will result in a considerable increase of 
revenue. The income-tax has greater merits than a system of 
protective duties which is expected by a large majority of Indians 
to render the financial help necessary for -the country’s urgent 
reforms. But a scientific study of finance will clearly show that the 
income-tax, while capable ot rendering the same financial help, has 
the merit of net oppressing the poor to the least extent. On the 
other hand, it will lessen the inequality of the present revenue system 
which certainly puts heavier burdens on the poor. It is not, however, 
probable that a Legislature, consisting mainly of self-interested, 
wealthy or higher middle class men, will, in the near future, 
recognise the importance ot a proper relorm of the Income-tax, 
which, from the points of view both of justice and financial utility, 
ought to form an important and essential element in the revenue- 
system of this country. Nevertheless, this is a matter for serious 
consideration. 

Now, coming to the Bill itself, everyone who is really interested 
in the welfare of this country ought to feel disappointed at the fact 
that the Bill makes no attempt at any reform of the essential 
features of the existing tax. The Bill says that it is not its business 
to raise or alter the rates of the tax, or to interfere with “ the 
existing exemption from the tax of agricultural incomes.” It is 
difficult to conceive how a complete adherence to the existing rates 
and the existing exemptions, which are in their very nature opposed 
to fiscal justice and equity, can be reconciled to a desire to achieve 
an “equitable working of the tax,” and “to remove existing 
inequalities in the burdens which the tax lays on individual 
assessees.” Yet this is the ostensible purpose of the Bill! 

In the first place, it makes no differentiation between incomes 
derived from different souices. It has failed to realise that an 
equal amount of income from different sources does not necessarily 
connote equal ability to pay the same rate. True that it is difficult 
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to loake a clear-cut and precisely logical distinction between 
“ earned ” and “ unearned,” or to use Gladstone’s famotis words* 
" industrious ” and “ lazy ” incomes, yet an approximate, a practical 
and serviceable distinction is easy to make; and if the object of the 
Bill is to remedy existing inequalities m the assessment of indivi¬ 
dual tax-payers, it is difficult to understand how it can be achieved 
by refusing to accept the principle of differentiation. British 
experience in this connection has clearly shown that justice and 
equity are impossible of achievement, except through a full 
recognition of this principle. The words which Mr. Asquith in 
his capacity of Chancellor of the Exchequer uttered in this connec- 
titm in 1907 are weighty: “ If we take two men one of wh<Hn 

derives £1,000 a year from a perfectly safe investment in the funds, 
perhaps accumulated and left to him by his father, and the other 
makes the same nominal sum by personal labour in the pursuit of 
some arduous and perhaps precarious profession or some form of 
business, to say that these two people are, from the point of view 
of the State, to be taxed in the same way, is> to my mind, flying in the 
face of justice and commonsense.” After the introduction of 
differentiation as a working principle in the English Income-tax, 
and after its success has been ascertained, the same statesman 
speaks with satisfaction that it “ has proved by experience to be 
not only practicable, but smooth and easy in its operatimi, and it 
has in fact paid for itself; and it has removed, once and for all, the 
most obvious and crying grievances and inequalities.” A studmit 
of finanqe is really surprised to see the unwillingness, if not the 
timidity of the Finance Minister to recognise Uie justice of this 
ifkrmciple and its easy workability. The taxable incomes in this 
coimtry have been grouped into six classes, according to the nature 
of the sources from which they are derived (clause 5 of tiie Bill). 
Of these, salaries, incomes derived from business and professional 
earnings may fitly be brought under “ earned ” incomes, while 
ihootfaes from securities, incomes derived fiom house-property 
ttttd, as fat as possible and reasmiable, those derived from oi&er 
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«ources, naturally form part of “ unearned ” incomes. Now, taxing 
all these six classes of incomes at a uniform rate is, as we have just 
seen, unjust and inequitable, since all of them are not identical in 
nature as.to their sources and methods of acquisition, nor imply 
equal ability to pay. It is therefore necessary, if an equitable 
working of the tax is desired, and inequality in its burdens to be 
removed, to introduce differential rates according to the nature ot 
the inccanes. We have British experience to guide us in this 
connection. The same British experience tells us that much 
difficulty will be experienced, and little utility gained, in carrying 
on the differential treatment of incomes to an indefinite extent. The 
only practical method of dealing with the question is to confine the 
differentiation to “ earned ” incomes up to a certain amount, say 
Rs. 4,000, and tax all incomes above that limit at the same rate as 
“ unearned.” There is no injustice in this, for when incomes are 
large, they do not feel the pain of industry, even though they are 
“ industrious ” incomes. But in the case of incomes of small 
amounts, the differentiation is necessary and ought to be made. 

One of the most serious defects of the Indian Income-tax, 
acquiesced in and retained by the present Bill, is the exemption of 
all agricultural incomes from the operation of the tax. For this 
exemption there is absolutely no justification, and it is financially a 
great blunder. Broadly speaking, agricultural incomes in this 
country are of two classes. The agricultural incomes of cultivators, 
farmers, and small landholders who use their own personal labour 
in raising the produce of the soil, and who are actively engaged in 
their work, may be classed under one head, and in all respects they 
are “ earned ” incomes. But the amount of such incomes seldom 
extends even to so much as Rs. 500, and they may therefore be 
safely dismissed from the present discussion. The agricultural 
incomes of landowners of the middle and higher classes, wdiich are 
generally in the form of a rent, may be grouped under a seocmd head, 
they nre emphatically “ unearned ” incomes. There is no 
justifipation fop tbn exemption of this latter class of incomes fronp 
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the income-tax. It may be superficially thought that because land- 
revenue is levied from the holders of lands, a levy of the income-tax 
on their incomes would result in double taxation, and would there¬ 
fore be unjust But this argument is unscientific and false. The 
land revenue is clearly not a tax, at any rate it does not possess all 
the essential characteristics of a tax It is further a moot question 
whether the Government takes tlie revenue, in its capacity of 
co-owner of the land, in which case the revenue will be only a rent- 
charge, or in its own capacity, in which case the revenue will be a 
tax Be this as it may, one point is perfectly clear, and that is 
enough for our present purpose The Government has for a long 
time been continuing the ancient practice of levying land-revenue, 
and the certainty of this continuance has resulted in the full 
“amortization” of the land-revenue; and the present and actual 
owners of lands are therefore not in the least affected, either with 
regard to their incomes from their lands, or with regard to the 
actual value of their lands The “ amortization ” is clearly seen in 
the fact that in buying and selling lands, the particular portion of 
the agricultural income which is required to pay land-revenue to 
Government is deducted from the total income received by the 
landowner, and the capitalised amount of the remaining income 
determines the value of the land Nobody is deceived by 
the existence of the land-revenue It is ancient and immemorial, 
definite and certain, and is therefore completely “ amortized.” [The 
custom of periodically settling land-revenue creates a real 
complexity, but that problem cannot be discussed here for want of 
space] There is, therefore, no injustice in the assessment of 
agricultural incomes to the income-tax An example may be given 
here to satisfy conscientious minds According to clause 5 of the 
Bill, incomes derived from house property are chargeable to income- 
tax. If this is so, there is no reason why incomes derived from 
lands should not be so chargeaWe Let us take, for instance, two 
enterprising men, each with Rs 40,000 in his hands and ready to 
jnvest it in house projjerty or lands One of them buys two houses 
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in Madras which yield a total income, by way of rent, of Rs. 1,480 
per annum. The other, we shall suppose, buys lands in the 
Cauvery delta, to the extent of 40 acres. He gets an annual net 
income of Rs. 1,500, after paying land-revenue. Now, what reason 
is there to exempt this latter man from the income-tax, and charge 
the former to the same ? The second man when he bought his 40 
acres of land bought it only for the capitalised value of its net 
agricultural income, after deducting the revenue to be paid to 
Government. There is absolutely no difference between his income 
and the income of the other man. If the one is exempted and the 
other taxed, is there any doubt that this treatment is “ flying in the 
face of justice and commonsense ” ? 

The next important point of criticism concerns the way in 
which the principle of graduation has been introduced and the 
methods by which it is made to work Among the objects and 
reasons of the Bill, it is stated that graduated rates of income-tax 
cannot be combined with the system of stoppage-at-source, and 
that “ one of the main objects of the Bill is accordingly to bring 
together all sources of an assessee’s income, foi the purpose of 
determining the rate at which he shall be assessed on each part of 
it.” In spite of the pious desire to secure the above object, the 
provisions are so very inadequate and insufficient that one may 
reasonably fear that the very injustice which the Bill wants to 
prevent will be its net result. The Bill says that unless the total 
income is ascertained, “ an assessee deriving his income from more 
than one source may .... pay appreciably less than a person of 
equal taxable capacity who possesses one source of income alone.” 
But it has not taken any effective steps to determine the total 
income of every person, assessable to the income-tax As the report 
of the Income-tax Committee, which sat in 1904 in England, clearly 
points out, fraud and evasion will always be practised, unless the 
law requites the compulsory return, by every self-supporting 
Individual, of his total income from all sources. As the same 
Committee observes, this rule compelling every earning man 
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{wbeither liable to iooome-tauc ist not) to ma^ a retum iatpUMWi ao 
hardship on him. At the same time it prevents fiwad and emsieB 
to a great extent. There is no provision in the pteBM^ BiU, 
requiring may pwson, whose income may amount to more thmi one 
thousand rupees or less than one thousand rupees, to make a ooo^i- 
twy return of his total inocane. Clause 17 <2) says that the 
Colleotor may require any perscm, whose taxable inoome, in ihe 
Collector’s opinion, is more than Bs. 1,000 per year, to mahe a 
return of his inocmie from all sources, during the year of assessmmit. 
This provision is, it is subnutted, very inadequate and insufiicimit; 
the Colleotor is not always so omniscient. A case like this is 
frequent: A teacher getting Rs. 130 a month may be getting 

Bs. 30 mons in tuition; Bs. 40 mcH'e feu the management of a hostel; 
may possess a house yielding Rs. 36 a mmith; and in addition he 
may be getting an annual inoome of Rs. 2,000 from money lent to his 
neq^hboura at interest. Cases of another kind are more frequent. 
A particular individual may be earning Rs. 40 a nmnth in a 
eommercial firm. He may have at the same time leot to various 
parsons in his village Rs. 6,000 y^Iding an annual interest of 
Bs. 600. Thm« is, nooording to the provisiems of the Bill, no means 
of assessing his income. He will simply escape from all ihese, it is 
dear that unless there is compulsory declaratiiw of inoome by every 
earning persom, there is much scc^ fm: fraud and evasion. This 
applies with special foioe to the system of “ Scheduled ” inomne-tax, 
aa wfaidi a graduated scale has been peculiarly dovetailed. 

The last and most obviously unjust provision in the Bill which 
requires Some comment is found in the sixth it^ of Schedule I. Zt 
is stated “ when the total inoome from all souroes to which tht Act 
a^idies is Bk 25,600 or upwards, the rate of taxatioB is one anna 
in the rupee.” This statement implies thatevery inoome aaMUnting 
to Bs. 26,006 or mane is to he charged at the uniform rate of dsn 
asms. Thirt n to say, an inoome of a kkh or two lalAa of mpsas 
per annum is to be dssrged at the same rate as Bs. 26,600. Ttow 
dearly nnjust. Tlte gnutuated scale in this oeuatry heg^ enrlji' 
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and ends early. This is not what we find in Great Britain and 
other countries. Of course there is a peculiar difficulty in deter¬ 
mining how far a progressive scale is to be extended. If it 
(xmtinues to be further and further extended, the final result will 
be that at the point of one crore or five crores, the whole income will 
be absoihed by the tax. This, however, is only an instance in 
imagination. In practice we don’t meet with such instances. The 
most suitidde way of settlii^ the scale of graduation in the Indian 
Inoome-tax will be to extend it as far as one lakh of rupees. Thus 
npi to Bs. 50,00(1 one anna three pies in the rupee will be an 
equitable sum. From Rs 50,000—Rs. 1,00,000, (me anna six pies 
in the rupee; and for every income exceeding this limit a unifonn 
rate of 10- The scale of graduation as it is in the BaH is quite 
unfair, and needs alteration or addition. 


A. RAMAIYA. 



THE NINTH PROVINCIAL CO-OPERATIVE 
CONFERENCE IN BENGAL. 

To meet once a year at the seat of Government and there exchange 
arguments on the common campaign is now an established privilege 
of co-operators in Bengal. The Ninth Provincial Conference 
assembled in Writers’ Buildings on 5th January and lasted for the 
accustomed four days. His Excellency the Governor presided. In 
opening the proceedings Lord Ronaldshay declared the co-operative 
idea to be in perfect harmony with his Government’s general policy 
of social development. To this conclusion he analysed the ideals 
that motive the movement and reviewed the movement’s past 
achievements in Bengal laying particular stress upon its qualities 
as an educator in democratic citizenship. He made honourable 
mention of economic work accomplished, pointing out that in little 
more than a decade the movement has furnished a hundred thousand 
cultivators with credit for something like a crore of rupees at rates 
varying from one-fifth to one-twentieth of the rate which they were 
hitWto compelled to pay. He acknowledged the notable fact that 
the Department had registered almost as many societies in the twelve 
months preceding Sllth June last as were registered during the 
whole of the first five years of the movement, and announced that 
in the Budget of 1918-19 provision is to be made for a substantial 
increase in the departmental staff. He was peculiarly interested, 
he said, in the proposal to found a Provincial Bank for the financing 
of the whole movement, and promised the delegates that the scheme 
now outlined would receive the assent of Government. He also 
acclaimed the recent passing through the Legislative Council of a 
Bill extending the Public Recoveries Act to co-operative debt and 
said that tiie verdichof previous conferences had considerably assisted 
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him in his endeavours to win this concession from the Government 
of India. Finally he paid an appreciative tribute to the work of 
Mr. Mitra, expressing the hope that the Govermnent of India would 
not refuse to give him back to Bengal, and congratulated the Con¬ 
ference on having obtained in his place so keen and experienced a 
successor as the present Registrar. After delivering his address and 
acknowledging a vote of thanks His Excellency retired, making over 
the chair to the Hon’ble Mr. J. G. Gumming. 

Then came the Registrar’s programme of agenda, formidable 
as the Catalogue of Ships. The same procedure was adopted as in 
previous years. During the afternoon of Saturday eight sub-com¬ 
mittees argued subjects set for their disposal. On Monday morning 
their conclusions were laid before the house in printed form. Then 
for two successive days, each in his turn, the eight secretaries 
defended the findings of their fellows in open assembly, and final 
conclusions were adopted. A full text of the discussions has been 
published by the Registrar. This article aims only at getting them 
into perspective and then selecting what it thinks to be the features 
of special interest. An initial classification at once suggests itself. 
The Co-Operative Idea is honourable wherever met, but the 
Co-Operative Form established in this Presidency and most adapted 
to its economy is undoubtedly the money-lending agricultural bank. 
Taking this standpoint and using the necessary violence to cases on 
the borderland, one may tabulate the general subjects discussed as 
follows:— 

(1) Subjects concerning the established Co-Operative System, 

namely, agricultural money-lending. 

(2) Subjects concerning other forms of Co-Operative Credit 

(3) Subjects of an extraneous kind. 

Of these groups the first directly or 'indirectly, claimed the 
attention of four sub-committees, the second of two and the third of 
•two. The first is the most important. They shall be reviewed in 
inverse ord». 





The Seen^ie 


Jbe Wo sutvooamittoeg fAlliag imder tfte third groap Hirers 
Naiu VI and Ylll. The former deoH with Co-Operatieh and 
EdMOtum: tbo latter wiUi Co-Opmation aikl Beprean^tiieMi. 
SMb^cwmreittee No. VI recomatesded the ft&aQei!Bg fay Cmitrol Banks 
of primary schools to be started by Rural Banks: the mtnrodkietienrel 
kaeons oa CorOpwatioii into the Primary Readers of the Prwincei 
the ttphuaig of Giurus and Miahjis in the prkiciples of Co-Operatfre 
Banking: the founding of a Vernacular Co-Operative Journal and 
the arection of a Co-€^perative Press. The C(mference adopted only 
the last three recoeamendations. Its refusal to recommend the 
proposed enlargement of our Primary Readers may appear, pevh^Ni, 
to err the side of diffidence, but none will dispute its objeelkm to 
the comipulsory diversion of Co-Operative funds into educatkttal 
(dianoels. Bub-coounittee No. VllI was captained by the Haa’Ue 
Mr. Fasul Huq. He asked the Conference to resolve that Co^ 
<^rative Societies should be givw the privilege of eleetiiig 
representatives to Lpcal Boards, District Boards, Munieipalitus 
and the Legislative Council. The proposal found several keen 
sum^rters, but the Conference finally decided that the suggestion 
was premature The suggestion is certainly in strange contrast 
wi4h the fundamental assiui^tiozi of Sub-committee No. VI, to wit, 
that the movement in Bengal is at bottom and in bulk illiterate. An 
nssumption that is sound. The decision of the Confermme calls for 
apflaaso. It couetitutes a retreat from the poaiticm taken up in 
1917, when a resolution was passed asking for representafeiMi on 
the Legislative Council. Perhaps the nest Confermioo to meet this 
idea of representation will insist upon its absolute snrrender The 
jdea is one of no practical value to the movement. 

The sub-committees of oar second group were Nos. HI and VII. 
The former dealt with “ Industrial Societies and other forms of 
Gb-Qperatkm, ’ ’ the latter with ‘ ‘ Agrioulture and Fishery. ’ ’ Sab- 
oomniSitee No. Ill reconunonded among other ^ings, the fortttthkffit 
ol madsl Ce-Opcmtive viBages, the oroatko of Co-Opwative hottse^ 
bailding societies 'in town areas (specially in Cniralta)> tie 
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of €«HOpeirative Stores by all Central Banks and tke 
na4ifying of the Co-C)|)efc,tive Act so os to make a portion of the 
pMfiita of an industrial society distributable to its members. The 
Conference rejected the first proposal as utopian and the last as 
pranature, industrial someties being still in the experimental stage 
and n<Mie knowing what peculiarities they may shortly develop. It 
agreed with the proposal about house-building societies, rejecting 
only the sub-oommitlee’s rider that Government should be ashed to 
assist them. With regard to Co-Opera live Stores there was an 
accute discussion which ended in a very modified resolution to the 
effect that Co-Operative Stores should be encouraged. The general 
seasn of the house was that such stores are commendable things in 
themselves but should not be allowed to grow parasitically upon 
Cmtral Banks. 

The stib-eonunittee on Fishery and Agriculture succeeding in 
gtlttit^ all its resolution passed with the exception of one. The 
nesolution rejected was to the effect that C'o-Opwabive Societies 
should he attached to Central Banks for the supply and distribution 
of carp fry to fishery societies. The chief resolutions adopted were, 
that the forfnation of fishermen’s societies for leasing of fisheries 
should be encouraged: that Agricultural Associaticms should be 
formed on a popular basis in the Mofussil: that Central Banks should 
grudually enter into the work of supplying agricultural raw 
Btalierials to village societies and arranging for the sale of thmr 
ftanshed products, and that Co-Op^^tive Societies should be used 
by the Agricultural Department, not for the purpose of agricndtural 
Ukperiment but for the purpose of dononstrating processes of preml 
value. Hie resolution about the supply and sale of agricultural raw 
materiak and finished products probably owes its aoceptaace to ita 
tentative form of wording. It certainly invites contrast with the 
tefnsal to accept a resolution covering ttterdy the supply and 
liiitrihiitiiTii e£ carp fry and is a ltt<^ isoonsistmit with the general 
pirist attitude talcen up by (he (Conference with r^ard to the 
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functions of Central Banks. To the resolution about agricultural 
demonstrations a salutary rider might have been added to the effect 
that these demonstrations should be conducted not gratis, bat at the 
expense of the village societies. From the point of view of Che 
members they should be financial experiments. For the man you are 
tryii^ to reform financially nothing is worse than generosity with 
economic goods- 

It is noticeable that industrial and other forms of Co-operative 
Credit, as distinct from agricultural money-lending, are annually 
attracting more attention in the programmes of the Conference. 
They are, moreover, finding concrete expression in Weavers’ 
Societies, Fishing Societies, Milk Supply Societies, Co-Operative 
Stores and the Calcutta Consumers and Co-Operative Home 
Industries Purchase and Sale Society Limited. All wise men rejoice 
at the increasing popularity of these ideas and some think they will 
eventually claim a Government Department of their own. At the 
risk of appearing to exaggerate, however, this article wishes to insist 
on their distinctness. They are an alien importation into the real 
movement in Bengal, which, however cosmopolitan in sympathy, is 
primarily concerned with the regeneration of the cultivating ryot. 
The industrial form is particularly alluring: it is more complex : it 
goes hand in hand with ideals of industrial development. For all 
these reasons it is apt to constitute an intellectual distraction. 
Twenty or fifty years hence, when the morals of the cultivator have 
been so reformed that co-operative commerce in jute is a workable 
preposition, the agricultural adventure will be as attractive intel- 
Jjsctually as any other Meantime co-operative workers (who are 
none too numerous) should beware of side-trackings. One is glad 
to note that the Conference, as a whole, appears to have taken this 
view of the case. 

We now turn to those parts of the proceedings which most 
concern the established movement. Their range is very wide» 
embracing problemb of precept and practice right up from tho 
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Village Bank to the Provincial Federation. The mere reviewer is 
compelled more than ever to be selective and to generalise. 
Fortunately for him there are several quite outstanding features. 

Abuses, their Punishment and Prevention, is a time-honoured 
subject of discussion at those Conferences This year it occupied as 
much attention as ever. The sub-committee on Primary Societies 
and the sub-committee on Legal and Semi-legal questions submitted 
reports almost exhaustively concerned with the problem of the black 
sheep in his various guises As a fruit of previous discussions the 
movement has recently secured the benefits of the Public Loans 
Becovery Act A large percentage of the Delegates this year were 
for pressing the attack still further and various proposals for getting 
punitive procedures legalised were strongly advocated. The 
peculiar feature of the proceedings was the all-round victory attained 
by the forces of reaction Mr Cumming from the chair made several 
pointed appeals for a purer interpretation of the Movement’s 
charter. He urged the Conference to differentiate between co¬ 
operative money-lending and mere mahajani, and to recognise the 
fallacy of supposing that legal remedies could atone for slip-shod 
wmrk. His utterances were altogether timely and created a profound 
impression. Many forces combine to make the movement specialise 
in mere wordly precautions The material to be handled in the rural 
bank is extrem^y raw: the depositing public is a commercially- 
minded partner outside the true pale: and even the enthusiasts are 
largely magistrates and lawyers predisposed by their calling to take 
a cautious view of human nature. It was an excell^t thing that the 
ideal point of view should have been thrown into such clear relief as 
it was this year. It made for clearer thought and for reoaissanoe 
ol spirit. 

The GeBfmreaee came to a wise ccmelusimi as r^ards the iniation 
ofdhdcbads to aotnal prt^ts. The practice of oalculatiii; dividends 
an estimate of inoome due instead upon an eetimata of hioenis 
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actually realised was condwnned. As a corollary to this decision it 
was resolved that the limit of 12^ per cent, per annum set upOn 
dividends by the rules of the department should be removable by the 
Registrar if occasion called. 

In echo of previous years renewed attempts were made to violate 
the neutrality of the Reserve Fund in Rural and Central Banks. 
Proposals were made for adding the interest on reserve funds to 
working capital and for crediting to working capital such portion 
of a reserve fund as might exceed the total outside liability of a 
society. The Conference endorsed the former suggestion in the case 
of Central Banks and vetoed it in the case of Rural Banks. It 
shelved the latter proposal as premature, no society having yet 
attained the financial position contemplated. It is an interesting 
fact reported by many workers in the Mofussil that the principle of 
reserve fund is a source of stumbling to the ryot. He does not 
appreciate it. He should be made to do so. It is exactly one of the 
notions he needs to be thoroughly versed in. 

In several different forms the relation of Material security to 
Personal security was brought under discussion. The idealist sees 
in personal security the truest foundation of co-operative credit. 
The realist believes in personal security but believes still more in 
mortgage bonds. Neither view is adequate in itself. In speaking 
of a man’s security one is really thinking of a man’s failure to carry 
out a contract and of the salvage which may be effected from his 
material belongings in that event. Only the philanthropist can 
afford to neglect material backgrounds and the principle of salvage. 
The co-operative movement cannot, nor does it pretend to, do so. 
By its imposition of unlimited liability upon a landed peasantry it 
ensures to itself, by the agency of law, an ultimate grip upcm material 
goods. But what the co-operative movement is really out to do 
is SO io manipulate personal qualities as to create in them a security 
far transcending any other. Its mission, moreover, is not merely to 
drill whito sbeep, ljut also to turn black sheep white, The realist 
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would be best advised to meet the idealist half-way. He might 
re-state his case in the two following questions: - 

(1) Is there not a preliminary stage in which personal qualities 

are still latent, and may not the mortgage bond perform 
a very necessary function while these qualities are being 
called out and manipulated 1 

(2) Is the psychological effect of a mortgage bond necessarily 

one that weakens in the debtor or the creditor his proper 
sense of moral responsibility 1 The best answers to these 
two questions are, to the former Yes, and to the latter 
No. Though they were not made quite explicit, these are 
the answers most indicated by the decisions of the 
Conference. 

One of the most important questions discussed was the proposed 
Provincial Federation. At present several lacs of capital are 
borrowed from the public disjointly by the separate central banks 
and the bulk of it comes from Calcutta. The Registrar acts as 
broker in the matter, introducing the Central Bank to the capitalist 
and making no charge therefore. It is felt that the combined credit 
of the Central Banks would attract the capitalist more easily than 
the isolated credit of individual banks. The work of brokering is 
moreover passing beyond the compass of the Registrar, upon whom 
it has fallen in the past as a work of pure supererogation. Two 
proposals were put forward. One was tha t the Banks should employ 
a common broker in Calcutta and pay him a broker’s fees. The 
other was that the banks should unite and form themselves into a 
Federation for borrowing money on the combined (limited) liability 
of them all. On a referendum of the banks the latter was decided 
upon. A draft of the bye-laws of the Federation was finally passed 
during the course of the Conference by a special sub-oommittee 
consisting of delegates specially authorised by their Central Banks. 
These representatives have signed the necessary application for 
lustration of the new Society and the Federation will shortly be 
an acccHUfilished fact. The authorised capital is to be ten lacs of 
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rupees cliTided into shares of Bs. 50 each. Shares will be confined to 
registered Societies in Bengal. It is understood that Capitalists 
r^ard this development with distinct favour, and in a year or two 
we may expect to find the movement obtaining capital at cheaper 
rates than it does to-day. The Office of the Federation will be 
located for the present in the Registrar’s c^ce. The Registrar will 
be Chairman of the Board of Directors. He has an interesting task 
ahead of him. 

A prominent feature of co-operation in India is the active 
syn^thy shown by Government. The co-operative departments 
which control and guide the movement contribute much to the 
movement credit in the money market and to its true advancement. 
The Conference discussed several questions concemii^ the depart¬ 
ment but tfie most important resolution passed was that put forward 
by Sir Daniel Hamilton, to the effect that the Department should foe 
still further enlarged. Sir Daniel is a great enthusiast and 
believes in a policy of speeding up. He has a master gift for epigram 
and his utterances are always eagerly listened to by the 

Conference. He has always advocated a greater partidpation 
by Government in co-operative work. He acknowle^ed 
with applause His Excellency’s anaonnoememt that three 
Deputy Registrars are to be added the cadre and 

considerable additions made to the inspecting staff. But be 
asked for more Registrars and still more. Ho drew a picture 
of the mahajan calculated to stir the blood of his audience and 
described the present record of things accomplished and the present 
strmigtU of the co-operative staff as things entirely lilliputian. He 
thinks that the germs of a vast public banking system lie in the 
oe-opprative movement and he expressed a doubt as to the sanity of 
aatrustoog such important possibilities merely to “ honoralry 
baakhrs.” ifi|^rii^j|||i^idual version of things provdoes oomment. 
Are not his ipluiiiiptim about the ryot too optimistie? The ryot is 
certainly ih a state of eocmotnic opfMression. He is also howover in 
a state q^pdal inHspitude. He is one of the richest peasamts in the 
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world and one of the most improvident. Brought into relation with 
the mahajan he inevitably succumbs to the economic temptation. 
Brought into relation with Government officials he will not 
necessarily develop into the semblance of a sound banker. It is not 
a banker that the movement most wants to make of him. It wants 
to make him a more continent citizen. It is a missionary movement 
comparable to the temperance movement of western countries. It 
wants to save the ryot from himself. Sir Daniel’s indignation at the 
exhorbitance of money-lenders is thoroughly justified. A thing only 
less glaring however is the appalling intemperance of the class that 
borrows. One cannot help feeling that emphasis should be put not 
so much upon the need for an enlarged inspecting staff as upon the 
need for an enlarged band of lay workers, honorary before everything 
else. The tradition that it is the work of public spirited laymen tc 
organise and not the work of Government is a sound tradition The 
department has increased and should increase in proportion only as 
the field for inspection is extended by non-official co-operators. 

One last thing is noticeable in the doings of this vear's 
Conference. It has created no less than three new elective bodies 
for the service of the movement The governing body of the 
Provincial Federation has already been referred to The other 
two have not. One is the Bengal (^o-Operative Organisation 
Society, a body to consist of representative people both inside and 
outside the movement whose functions should be to study the 
movement in all its aspects, to advertise it and to advise co-operative 
workers. It is to have an Executive Committee located in Calcutta. 
The other is a Standing Committee of the Conference, also to be 
located in Calcutta. Its duties will be to advise the Registrar 
whenever he may require the considered opinion of the co-operative 
workers of the province, and to use, its influence' upon the 
department and upon the movement to secure the carrying out of 
the recommendations of each successive Conference. It will be 
re-eleoted annually and will meet once a quarter The future 
development of these last two bodies will be an interesting study. 
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On the one hand they are a sign of vigour. On the other hand they 
may make for a rather cumbrous multiplication of authorities. In 
any case it is to be hoped that they will always remember that the 
most vital problems of the movement are often those which no 
Committee can decide and that the highest virtue of all is the valour 
of the local worker itcWQt^ a^nd villages of^^e Mofussil. 

This review must now close. It has not done justice to its 
subject and is conscious of being a sadly opinionated document. 
For all of which the writer craves forgiveness. 



CURRENT TOPICS. 

THE ECONOMIC CONFERENCE. 

When the Bengal Economic Association was founded one of the 
objects for which it was brought into existence was the promotion 
of periodical conferences which might serve to bring together those 
interested in the scientific study of economic problems and afford 
an opportunity for their discussion. 

The first Economic (-onferenoe of the Association was held, by 
permission of the Bengal Government, in the Legislative Committee 
Room, Writers’ Buildings, on the 3rd and 4th January 1918. 

No attempt was made to organise a large public gathering and 
the meeting was in the main confined to members of the Association. 
But a very representative body of the professional economists from 
different parts of India accepted the invitation of the Association 
to be present and thus secured the success of the Conference. 
Among those present who took part in the proceedings were 
Professor Jevons, Professor Thompson and Professor Prosad 
from Allahabad: Professor Gilbert Slater, Madras; Professor 
Saunders, Madura; Professor Anstey, Professor Burnett 
Hurst, Professor Tannan and Professor Dalvi from Bombay; 
Professor Takore from Poona; Professor Horne and 
Professor Samaddan from Patna; Professor Bhargava and 
Professor Ghose from Agra; Professor Brown from Gauhati; 
Professor T. T. Williams from Dacca; Professor Gilchrist from 
Krishnagar; Professor Coyajee, Professor Kydd, Professor P. 
Mukherji. Professor Sinha and Professor Hamilton from Calcutta. 

The subjects chosen for discussion were the “Economic 
Development of India” and the “Currency Question.” The 
following papers were read and discussed, some of them being 
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printed in full in the present number of the Bengal Economic 
Journal: —“The Labour question as affecting the development of 
India,” Professor Jevons; “Industrial Labour in Bengal,” 
Professor Kydd; “Industrial Development and the Labour 
Question,” Professor Horne; “ Industrial Development in South 
India,” Professor Slater; “Economic Development in a South 
Indian Village,” Professor Saunders, “ The Future of the Cotton 
Industry,” Professor Burnett Ilxirst; “Co-Operation as an 
Instrument for Industrial Development,” Mr. B. A. Collings; “The 
Appreciation of Silver,” Professor Coyajee, “The Currency 
Pr(Alem,” Mr B. F Madan; “ The post-war price of Silver,” 
Professor Slater; and “ The Development of Saving’s Banks,” The 
Hon’ble Mr. J. S Chakravarti 

In opening the Conference, Professor Hamilton said:—I 
should like to preface the short address with which as President of 
this Conference it is my duty to open our proceedings by thanking 
you for having accepted the invitation of the Bengal Economic 
Association to be present to-da> Especially are thanks due to 
those who have not only travelled a long distance in order to be here 
but have also undertaken the preparation of papers to form the 
basis of our discussions 

The present meeting is only a modest beginning, but I hope it 
is the beginning of a series of annual gatherings which will give a 
much needed opportunity for the eeon<Hnists of India to meet and 
interchange ideas and form such personal ties as are necessary t<x 
the fuller development of that co-operation in the work of economic 
research which is essential if the vast field presented fbr study in 
this*country is to be adequately covered. 

It has seemed to me that the comparative isolation which 
academic work frequently involves is one of the most serious- 
hindrances to the effective advancement of our study which we have 
to contend with In India. The chief value of our meeting will 
probably be found not so much in any conclusions to which we may 
be led 1^ discussion, in the opportunity for perscmal interooufse 
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wlttctl the Conferooce will afford. At the same time, there is, I 
believe, a very real necessity that economists should take a more 
active part in guiding public opinion upon those subjects which 
come within their province than is now the case. I remember 
when, at the time of the Tariff controversy in England that arose 
after the South African War, a number of economic professors, of 
whom I was one, signed a manifesto in favour of free trade, that we 
were severely criticized in some quarters for transgressing tiie 
bounds of academic reserve and entering into the field of practical 
politics. This sharp division between theory and practice is in 
some ways peculiar to the tradition of Great Britain. It seems to 
me, however, that it has been carried to excess. The normal attitude 
of Englishmen is always to draw a hard and fast line between 
theory and practice, whereas the two should be brought into the 
closest relationship In India, at the present day, economic issues 
lie at the very root of the questions- that are most engaging the 
attention of administrators and the public. Assertions regarding 
economic fact and theory, often c<»npletely devoid of foundation, 
nevertheless obtain a wide currency and a general credence. If 
in India, as in other countries, public opinion is more and more to 
be the arbiter in the sphere of public affairs, it is surely necessary 
that public opinion should, as far as possible, be guided by those who 
devote themselves to the impartial study of the facts. 

It cannot, of course, be hoped that professional economists will 
always be in agreement concerning the practical application of 
their theories in the world of affairs. Neither is it desirable in 
the interests of scientific freedom of thought that there should be 
anything in the nature of a professional economic creed, allegiance 
to which is imposed by authority. On the other band, I believe it 
(would be all to the good that the considered opinions of the leadii^ 
economists upcm topics of public interest should be given a fuller 
and wider publicity than is now the case. If in future an annual 
conference of econcnnists can do scunething to bring this about it 
will give their deUbrarations a very practical value 
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Of the two subjects chosen for discussion this year, the 
Currency Problem and the Economic Development of India, the 
former is sufficiently definite and limited in character to admit of 
the main issues being considered within the time at our disposal. 
These issues are not merely of interest as involving matters of 
present and temporary convenience during the war period. They 
may have a lasting influence upon the economio condition of the 
country and upon its future Currency system and they need, 
therefore, the most careful examination. 

The old position of stable equilibrium of the exchange rate has 
broken down and it is a question whether some new position of 
equilibrium should be sought But such a change will have to be 
considered from several points of view and among the most 
important are those regarding the effect of proposed changes upon 
the internal level of prices and upon the cost of her future currency 
material to India The second of our subjec+s for discussion, the 
Economic Development of India, is so vast in respect of the number 
and importance of the issues presented that it will be impossible 
for us to do more than discuss a few a.spects of the question before us 

I hope the Conference will bear with me if I just touch upon 
one or two aspects of the general question of Industrial Develop¬ 
ment in India, before introducing to you the readers of the papers 
which it will be our privilege to hear. 

The position as it presents itself to the mind of the average 
members of the Indian educated public is something as follows :— 
India has -declined during the last century, or century and a half, 
fjrpm a Golden Age of relative wellbeing and prosperity and is, 
under the influence of Western Government and competition, 
becmning more and more impoverished. 

" Thus the present position is represented as one in which the 
old industrial activity has been destroyed, partly by deliberate 
legislative action, partly by exposure to the force of competition as 
the result of a ZomSte faire policy, while an increasing population 
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depends upon agriculture where the return to labour grows scantier 
as the years go by. 

Such I think is the picture of the existing econonuc conditicm 
of India as frequently presented to the mind of the Indian public. 

It is not my purpose to attempt here to sift the truth from the 
error which such a view involves. I believe there is no serious 
economist in the country who would accept it as anything but a 
biassed statement. Rather, looking forward, I would very briefly 
bring before you a few points regarding the nature of the economic 
changes to which public opiiiion is looking tor the introduction of a 
more prosperous era. 

There are, I think, two schools of opinion regarding the future 
development of Indian economic affairs. 

The first looks for increasing prosperity to the growth of 
industry in the main upon western lines, and urges the adoption 
of a policy which, it is hoped, wilMead to the upbuilding of large- 
scale Indian manufacturers. 

The second sees in western industrialism a force that is 
inimical to the characteristic ethical standards and social organi¬ 
sation of the Indian peoples which it is their duty to preserve. The 
western worship of “ efficiency ” is said to be synonymous with 
materialism and to be incompatible with the continuance of the 
large measure of content secured by the maintenance of status 
through the institutions of the caste and the joint-family. 

It is of the highest importance that economists should bear 
constantly in mind the wider social and ethical significance of the 
methods of producing and using wealth. But it is impossible to 
pass over the central fact that the conditions that make a 
satisfactory life possible for a great population, satisfactory 
through the enjoyment of the means for education, health, and 
strength, can only be secured by using the'most efficient instruments 
and methods whereby to conquer “ the niggardliness of nature.” 

• Dr. Marshall has well pointed out that only in recent years, through 
the api^cation of power and organisation to wealth production, 
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has craitrol over Poverty fear the hrst time beotHoe possible in the 
history of the world. In the interests of the masses of India these 
means to a higher standard of life cannot be deliberately selected. 

There are senne who argue ^hat India can never become a great 
manufacturing country, but it seems to me impossible to r^ard her 
great natural resources and her abundant labour power without 
coming to an opposite conclusion. That her industries must be 
largely localised in the neighbourhood of the sources of power, 
either coal or water, is certain. But the latter is as yet almost 
untapped and is capable of enormous expansion. It is probable 
that India will long remain predominantly an agricultural country. 
But that she is capable of greatly extending her manufacturers is, 
1 think, undeniable. 

The question is by what means this extension can be 
acoomplished with most proht to India. 

It is impossible to read the evidence given before the 
Industrial Commission without appreciating the fact that Indian 
public opinion relies chiefly upon two things for the achievement of 
its ambitiem—a protective tariff and State aid in one or other of such 
forms as Government pioneer factories, the offer of cheap capital, 
etc. I am far from being opposed to the adoption of a moderate 
protective tariff for India or to State aid in the direction of 
industrial experiment and the encouragement of enterprise. But 
it is of the first importance to recognise that these involve a present 
increase of the burden, a present outlay, which will only be justified 
if it succeeds in bringing into existence the other factors uptm 
which success must ultimately depend and in the absence of which 
the country will be permanently poorer. 

The first of these is undoubtedly efficient managing and 
organising ability and the second is a readiness to use capital 
productively. It is customary to point to the remarkable 
industrial expaoeion of Japan among Asiatic natiems and 
to hear the suggestion that the chief cause of her 
expansion has been* State aid. As a matter of fact tito really 
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important actions of state in Japan have been the establishment of 
a modem system of government in place of the old feudal 
barbarism, the opening up of foreign intercourse and trade in place 
of the old exclusion, the spread of universal elementary education, 
and the introduction of a sound currency and banking system. 
These advantages with the exception of general elementary 
education, India already enjoys. 

For the rest, Japanese commercial and industrial expansion 
depend, in my opinion, upon three main factors 

(1) The possession of a very hard working labour population, 

especially the women, who move freely in search of 
employment at low wages, unhindered by the restric¬ 
tions of caste, or joint-tainily property 

(2) The presence of a remarkable aptitude tor commerce and, 

in perhaps a lesser degree, for industrial organisation 
among the middle classes who look to trade or 
manufacture as their chief means of employment. 

(3) The concentration of the chief capital wealth in the hands 

of wealthy families by whom it is used for industrial 
enterprize which they themselves largely supervise 

It is true that in many ways the State, through the Department 
of (Commerce, seeks to promote industrial expansion, particularly 
in respect of exported manufactures. But 1 am convinced that the 
total influence of all these forms of assistance is comparatively 
small when compared with the other elements upon which her 
achievements depend. 

Moreover it is not usually remembered that in Japan the 
government only gave direct financial aid to inuustries and itself 
undertook pioneer industries to any considerable extent during 
the first ten or fifteen years of the modern era if the shipping and 
the ir<m industries are excepted. The policy was then abandoned 
as uneconomic. It may be argued that in the beginning such 
•mperimentnl State industries, or State subventioned industries, were 
the only mcMis by which the initial obstacles would be overcoiQe. 
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But even if that were true there is little anal<^ between the positiim 
of Japan in the period 1868-80 and the position of India to-day. 

Again when drawing comparisons between Japan and India, 
it must not be overlooked that Japan’s expansion has been 
accompanied by a very great increase in the iStati Debt and her per 
ca'pita taxation. 

Since the Chino-Japanese war her national expenditure has 
increased six-fold, while her taxes per head have increased nearly 
three-fold between 1900 and 1915. 

Those who demand that the State should take a large direct 
part in the development of industry must remember the counterpart 
in increased taxation. There is, i believe, great need for India to 
be materially developed at a taster rate than in the past and an 
incieased State expenditure is a necessary consequence. But the 
chiet sphere of State action shoeld be the improvement and exten¬ 
sion of education, the increase ot means ot communication and the 
undertaking of large productive works, such as the use of water 
power, which are beyond the capacity ol private enterprize. The 
private capitalist and entrepreneur cannot shirk his responsibilities 
and India cries aloud for men who will adventure their wealth in 
the cause of industrial progress by the promotion of undertakings, 
not treated as personal hobbies, but as business propositions. And 
it may be permitted here to point to an attribute of the Japanese 
that may well be imitated by the Indian—namely, bis readiness tn 
profit himself by foreign experience and by the employment of 
foreign industrial experts in his own workshops. At the recent 
Indian Industrial C'onference a complaint was uttered against the 
'Data Cwnpany for the engagement of foreign engineers. Compare 
such a short-sighted policy with the every-day practice of Japanese 
capitalists as illustrated, for example, by the successful introduc¬ 
tion of plate glass manufacture in Japan by Baron Iwasaki through 
the aid of a number, first of Belgian, then of American experts. 

May I conclude these introductory remarks by stating my firm 
belief in the possibility of and the need for Industrial expansion 
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while urging those who share in this belief not to rely merely upon 
State help but upon private energy and initiative. In the main it 
is the function of the State to control private enterprize in the 
interests of the general good, not itself to supplant it. 


THE BUDGET. 

The fact that Sir William Meyer’s budget speech was this year 
occupied with a statement of acconnis and an explanation of policy 
and not with the introduction of new taxation did not render it the 
less interesting to the student of Economics. The nature, if not the 
precise magnitude, of India’s financial problems resulting from the 
war is now fairly well defined and, so long as the war lasts, the 
broad lines of action that have been taken hitherto are likely to be 
followed without important changes of policy. The next chapter 
in the history of Indian finance will begin with the post-war 
re-adjustments. Meanwhile it is possible to take stock of the 
situation. 

The questions that are probably foremost in the mind of the 
man in the street ” are, “ wbal has been the broad effect, hitherto, 
of the War on the Economic position of India ? ” “ Has it made the 
country richer or pooro: and by how much?” It is manifestly 
impossible to answer such questions with any quantitative 
precision. The changes and reactions involved are so complex that 
they are often extremelv difficult to ascertain, far less to value. But 
a few considerations may here be noticed that bear upon the 
problem and help to suggest the answer. 

The first fact that may be noticed is the very considerable 
increase that has occurred in the Revenue and Expenditure of the 
country. The Public Revenue for 1917-18 was more than 30 per 
cent, in excess of that for 1913-14 and during the last two years 
the State has collected some £38 million more than in the last year 
'of peace. This sum is not to be regarded as entirely the proceeds 
of war taxation, but about half of it may be directly so classified 
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aod a further quarter, representing increased Railway profits, may 
be described as a form of indirect war taxation. This additional 
Revenue is the more remarkable when it is remembered that it is in 
no way due to an increased levy upon the predominant source of 
wealth in the country, namely, income from the land. That this 
increase of Revenue has been obtained without the appearance of 
any signs suggestive of an excessive tax burden leads one to ask 
whether the present revenue should not be regarded as well within 
the permanent taxable capacity of the people. It is, of course, 
necessary to distinguish between the taxes falling upon income 
that is directly due to the war and those paid from income that 
will continue in peace. When full allowance is made for this 
factor a large margin remains that should be treated as a 
permanent addition to State Revenue available for the development 
of the country. 

While the Revenue has thus grown, those forms of Public 
Expenditure that are connected with the supply of normal facilities 
and utilities to the people have not increased. Tt may be broadly 
asserted that the additional Revenue has been spent in defraying 
special costs occasioned by the war. For example the increased 
cost of the Indian Army to India has involved an outlay of £15 m. in 
the last three and a half years, while debt of over £14 m. incurred 
during the earlier depression caused by the war has been repaid. 
So far then India would appear to be poorer by an amount of extra 
taxation spent “ unproductively.” 

In the second place the war has caused a very great contraction 
in the capital outlay upon two highly productive undertakings, the 
railways and irrigation. In the Budget speech for 1913-14 an 
annual capital outlay of ’£12 m was accepted as the standard rate 
at which the Railways should be developed. But during the past 
three years the actual capital outlay has been smne £27 m. short of 
this standard. Similarly the expenditure upon irrigation has been 
lower by smne 2 to 3 £ m. than it would have been under peace 
conditions. Thu extqnt of the loss to the country resulting fron^ 
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this ddcluw of capital outlay is the net income that would have 
accrued frtan investment at the standard rale. 

The next item on the debit side of the account is the decline of 
Fwreign Trade. It is, however, a matter of great difficulty to say 
what is the true measure of the loss resulting from this cause. 
Indian Foreign Trade had shewn a steady and continuous growth 
from the year ld09 to the outbreak of war. Had peace been 
preserved it is probable that this growth would have continued. It 
is a conservative basis of comparison, therefore, to take the figures 
for the last year before war as giving the volume of Foreign Trade 
which would have been maintained under peace conditions. The 
following are the totals of imports and exports since 191S-14:— 


Mekch\nt>isk (OHonm Rs.) 



1913'U. 

i»u-ia 

Iftlo 16. 

1916 17. 

1916 17 
at values of 
191.5 IB. 

1917 18. 
estimated 
at values of 
191.) Uk 

Imports 

191 

144 

138 

160 

1.39 

128 

Kxportfl 1 

V 1 

249 

182 

199 

24.S 

209 

200 

Thkasuki 

Imports 

43 

21 1 

n i 

.38 



Exports 

7 


1 

1 

6 

1 
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After making some allowance, although certainly not a full 
allowance, for the rise in prices we get as a rough approximation 
the result that since war broke out India has imported about 
224 crores worth of goods less than she would have done and has 
exported 206 crores worth less than she would have done had 
peace continued. Further, she has imported on public and private 
account some 60 crores of Treasure less on balance than she would 
have dcme. What is the significance of these statements? Frmn 
the widest standpoint a country’s exports represent a sacrifice of 
utilities in order to obtain by import other utilities that are more 
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urgently needed. So regarded India appears to luwn nuSeoed 
through the war, so far as the present is concerned, since, although 
she has parted with fewer goods, she has obtained fewer still It 
is, of course, a possibility that when the foreign demand for a 
country’s goods falls off these goods are* not produced at all The 
producers may be thrown out of work In that case the decline in 
the volume of foreign exports would be accompanied by a maximum 
of economic loss In the present instance, however, this can be 
the case to a small extent only Broo dly speaking the goods have been 
consumed internally instead of being exported The loss is thus 
reduced to the amount of the utility that would have resulted from 
a foreign exchange of goods The fact that the volume of imports 
has declined more than the volume of exports might, again, imply 
that the terms of international exchange have been altered greatly 
to India’s disadvantage so that she has had to give a much larger 
volume of her goods in exchange for a given volume of imports than 
before This has been the case to some extent but the greater 
decline of imports than of exports points also to another conclusion 
It points to present abstinence But, as the older economists used 
to say, capital is the result of abstinence India is going without 
goods now and is thus obtaining a favourable balance of trade 
because she is exporting a part of her goods on credit She is thus 
storing up capital for future productive use So regarded the 
present sacrifice which consumers are undergoing will have a 
measure of future reward 

While the war has enforced upon India a large reduction in 
the voluirie of her Foreign Trade it has on the other hand enabled 
those engaged in certain branches of production to reap very large 
profits. So far as certain industries are concerned, e g , cott<m and 
iron, these profits are partially gained at the expense of India 
herself In the case of other things such as jute, grain, and 
exported cotton on the other hand the profits come from the foreign 
consumer. In either case the war is the cause of a great increase 
in the capital wealth concentrated in relatively few hanc^i. 
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Fot the most part this new capital is being retained in the 
ODuntry in more or less fluid form. It is not a very propitious time 
for remitting capital abroad even where it is owned by Europeans, 
although if the exchange rate goes on rising its exodus will be 
encouraged. Neither is it easy in many cases to invest the new 
capital here because of the difficidty of obtaining new capital 
appliances. But a good deal is being invested in industry and it 
should be a cardinal element in Indian financial policy to 
endeavour, as far as possible to keep this new wealth in India. From 
this point of view it is a pity that any restraint should be imposed 
on the flotation of new industrial enterprizes such as that enforced 
by recent order. It is also a strong argument against imposing 
heavy taxation upon industrial profit In no small degree the 
question whether India gains or loses by the war in the long run 
will depend on the ultimate destination of this new capital. 

We may now turn to another fact of outstanding importance 
relative to the question under discussion, namely, the huge 
expenditure that India is incurring on behalf of the Home 
Government. Down to 31st March last this is estimated at a total 
of £128 m. 

There are several aspects from which this fact has to be 
considered. This huge sum represents the purchase of vast 
quantities of goods and services required for the prosecution of the 
war. What is the effect of such purchase on the economic welfare 
of India ? From the point of view of those supplying the goods and 
services the meesure of advantage is the profit gained. But this is 
not necessarily the measure of the advantage to the coimtry as a 
whole. It is important to know to what extent these goods 
represent additional products that would not otherwise have been 
brought into existence, or are merely a diversion of products that 
would otherwise have been available for consumption. In the 
former case the country, by an increase of productive activity, 
'gains an equivalent of the total value expended without any 
necessary material sacrifice. In the latter case the gain is partly 
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obtained by one sectitm of the oonununity at the expense of another. 
In the former case there is no present loss of consuming power 
while in the latter there is. 

The distinction here drawn is important relative' to the 
argument put forward by some that it is necessary materially to 
raise prices in India so as to improve the terms of international 
exchange. If all prices could be affected in such a way as to leave 
the relative terms of exchange within ,the countrj' unaffected there 
would be no danger, but if prices of staple commodities are sharply 
enhanced, while the purchasing power of a large section of the 
community remains the same, the gain to the country, as a whole, 
may be purchased at the cost of an excessive present sacrifice of 
that section. 

There is abundant evidence, however, to justify the conclusion 
that the outlay of the £128 m. has called into existence a great 
increase of new industrial activity in India and that the gain to 
the country is far from being limited to the profits upon the 
commodities supplied. Many new industrial processes are being 
learned, thousands of mistries trained, and new supplies of raw 
materia] opened up. And all this is being achieved, not as would 
normally be the case, at the expense of India, bul, in large measure, 
at the cost of the United Kingdom. If the new industries survive 
into the peace period and succeed in permanently enlarging Indians 
resources the gain accruing from the present outlay will be far in 
excess of the mere money value of sum expended. 

One aspect of this large Indian outlay on English behalf msj 
be briefly referred to— viz., its bearing on the exchange question, 
li is said that the heavy expenditure of the Indian Government on 
behalf of the War Office is a prime cause of the difficulty in 
financing the Indian export trade. The argunumt is as follows:— 
In the ordinary course India has to pay Home Charges amounting 
to, say, £22 m. per annum. The Secretary of State gets this value 
by selling Council Bills. These Bills are paid by the Indian 
Government with the proceeds of taxati<m in India. With these 
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tax proceeds Indian goods are purchased and shipped abroad. 
Thus, so to speak, £22 m. worth of goods are sent abroad for which 
nothing returns, and this export trade is financed to this extent by 
the Counci} Bills in question. 

But, under present conditions, the Secretary of State gets his 
£22 j»., and more, paid to him by the War (Mice on account of the 
Indian expenditure on English account. Hence he has no need to 
sell Council Bills, and thus the export trade is deprived of its 
instrument of finance. 

The suggestion is that if the Indian Government were not 
paying the Home Charges by means of War Services rendered in 
India the Secretary of State would be drawing his Bills and so 
exports could be more fully financed. But the suggestion is largely 
illusory for if India were not sending goods and men to 
Mesopotamia and otherwise using Indian resources for English 
account the Indian exports available for Europe would be greatly 
increased. Thus while the supply of Bills would be larger so also 
would the demand. There is no reason to suppose the exchange 
problem would be greatly easier for the business community. If 
the exchange were easier it would be a general indicaticm that 
India’s balance of indebtedness, as a whole, was Jess favourable and 
that her exports, either visible or invisible (including her outlay in 
Mesopotamia), were less, and this, speaking broadly, would be 
contrary to India’s interests in the long run. 

THE INDIAN ECONOMIC ASSOCIATION. 

One of the chief results of the Conference promoted by the Bengal 
Economic Association may prove to be the inauguration of an 
Economic Association for the whole of India which will serve to 
link together all those interested in Economic Science throughout 
the country and afford a medium for their common action in 
promoting the study of their subject. 

It was felt by many of those attending the Conference that 
steps should be taken to ensure the organization of such a meeting 
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annually in tb6 future to be held in the different econcunio OAitrea 
of the country in turn. Moreover it might prove to be desirable to 
issue a Journal of a thoroughly representative character, edited and 
published on behalf of the general body of economists in India. 

At a conversazione held in the rooms of the Royal Asiatic 
Society for the members of the Bengal Conference on the 3rd 
January these (Ejects were generally approved and it was agreed 
that in any case a second Conference should be held early in 
January, 1919, in Bombay, and Principal Anstey undertook to act 
as the local organising secretary for the purpose of making the 
necessary arrangements. 

On the following evening the subject was further discussed by 
a small body consisting of Professors Brown, Burnett Hurst, 
Hamilton, Jevons, Thompson, Slater and Williams, and it was 
decided that those present together with such persons as might be 
admitted hereafter should be constituted the “ Indian Economic 
Association.” Certain fundamental questions affecting the 
constitution of the Association were then discussed, chiefly bearing 
upon the relationship which should exist between the Indian 
As 80 ciati<m and such Local, or Provincial Associations as already 
existed, or might in future come into existence. Certain general 
conclusions were formulated but it was agreed that pending a 
further meeting to be held for the adoption of a constitution and 
bye-laws no further persons should be admitted to membership. 



REVIEWS. 

STATISTICAL TABLES RELATING TO BANKS in India,-<)alcuita, 1917. 

(Third issue.) 

The days are past when Mr Kej^nes could say that ‘‘ the statistics of 
India do not lend their aid to ruder hands than those of the historian The 
Department of Statistics is to be congratulated on the annual publication of 
these very useful tables. With each issue of the series the tables have been 
made more comprehensive and the analysis of balance sheets as well as the 
banking map and directory are the welcome additional features of the present 
issue. 

This number opens with accounts of the nature of the work of the different 
classes of Indian banks. The study of the functions of the Exchan^^i banks 
IS particularly good. One point, however, might have been made clearer. 
The present publication remarks that ** to the extent to which the documents 
on acceptance are rediscounted immediately after the acceptance (which they 
are in the great majority of cases) the Indian export trade is financed not with 
the funds of the Exchange banks except from the time ot the purchase of the 
bills in India to their arrival in London, but with the funds of the British 
banks, i.e., with British and not Indian capital.’" This is true to a great 
extent; but a more comprehensive and balanced statement is that of Keynes’ 
(Indian Currency and Finance^ p. 211). From the point of view of the 
London money market as a whole it is a mere difference of machinery whether 
the Exchange banks finance the Indian trade by attracting deposits in Tx)ndon 
and hold the bills themselves, or whether tlie Discount Houses and Ijondon 
banks attract the deposits and use them to rediscount bills for the Exchange 
banks.” The difference between the two methods affects private piofits but 
not the main question of resource and as to how far Indian trade is financed 
with British capital. 

The story told by these tables is one of progress and prosperitjr The 
energies of the Indian banking system had been braced and not relaxed by 
the storm of 1913; and it has risen to the occasion presented by the war orisii. 
Hence the effects of the war on the ordinary business of banking in India has 
^been of comparatively little importance. With her high foreign trade figures 
and the activity of her domestic trades, India has felt the strain of war less 
thi# other countries* Her financial tipub^es, as has been said, due ifiainly 
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goods abroad. Hie increase in tbe liroportion per cent, of cash tolUbOitiefl on 
deposits in banks is especially noticeable. The banks have learnt jbom the 
experience of 1913, how to keep^ tp a strong position in stormy timed. 

There are other lines of progress to be noticed. Jtisi before the war, keen 
(diaervers had noticed as an j^ement of danger the growth of deposits attracted 
by the Exchange banks in India without a corresponding growth in theii 
Indian cash reserves. This fear is dispelled by an 86 per cent, increase of 
cf#h «nc6 those days in the case of the Exchange banks. Another 
^prpyement suggested by Mr. Keynes has also been carried out. He 
regretted that we do not know what proportion of the Exchange banks’ 
total deposits are hedd in England.” The answer to this has been supplied in 
Table No. 5, of the present publication. No less striking is the impiovement 
in the position of the Indian Joint-stock banks which in the days gone by 
thouglit more of attracting deposits than of retaining cash reserves Theii 
position is, of course, not so good as that cf the great Exchange banks, and 
yet it was an achievement to have inci eased their cash holdings by 40 per cent 
and their capital and reserves by over 25 per cent. In the group of the smallei 
Indian Joint-stock banks the cash balances decreased by 33 per cent., but so 
did their deposits. The general increase in investments and the reduction 
in discounts and advances have been well accounted for 

In conclusion, we must urge on the Indian Students of Economics the 
great importance of making a tlioroii^h studj^ of these instructive Statistical 
Tables. 

J. C. COYA3BE. 


1. REPORT ON THE WORKING OF THE CO-OPERATIVE SOCIETIl® 

IN T&S PUNJAB (for the year ending 3lst July 1917). 

2. ANNUAL REPORT ON THE WORKING OF THE CO-OPERATIVE 
" SOCIETIES ACT (for tbe year 1916-17). Madras. 

8. REPORT ON THE WORKING OF CO-OPERATIVE SOCIETIES IN 
RIHAB AND OEISsSA (for the year 1916-17) 

4 . ANNUAL REPORT ON THE WORKING OF CO-OPERATIVE 
SOCIETIES IN THE UNITED PROVINCES OF AGRA AND 
OUSH (for tbe year 1916-I7) 

Iw every great and continuous movement periods of rapid progress alter&ale 
with i^ods of consolidation and self-criticism. But public solf-cfrit|cl|iif|[| is 
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fiiWiWipM tiaitad ]PioiriaQ^ ^port striW the keynote pf the p^eeent 
it tePs US that the ludiau Co-operative ii^)Teinent peeiui^ to 
a stage where seU-ewM»iuation is ueoessary and where wo 
000 i rtfi lepe Diir facts and clearly visualise our defects if progress is to be 
sonnd.” The saine tendency towards a critical self-analysis is often 
manife^tad in an acute form at the various Co-operative Conferences* 
Mr* Wolff, our living classic, has also added a ‘‘word of warning*' in the 
last nnmber of the Bengal Co-Operative Journals He observes that “there 
are three points upon which the Indian Co-operative Credit Movement is 
getting near the danger-zone. The one is, as observed, organisation from 
top to bottom, threatening over-centralisation and interlinking of liability. 
The second is that of inefficient checking and control. And the third is the 
desertion of +he good old co-operative rule, with wliich, more in particular, the 
Saiffeism system is strongly identified; but which really governs all sound 
practice of co-operative credit, the rule >^hich makes, not a man's possessions 
convertible into cash, hut his character and the employment of his loan, the 
security for the latter." 

But there is nothing like healthy self-criticism to excite a fresh feelinj? 
of optimism. When, for example, we find Mr. Willoughby criticising 
sharply the purjmse and the terms of the loans granted in his pro\in(*e, the 
defects inherent in the small central banks, and the overdues from society 
members, we feel that that vigilant warden of co-operation in th? United 
Provinces is particularly on the alert and that nothing escapes bmi 
Moreover in the TTnited Provinces the conditions have been unusually 
unfavourable on account not only of the war but owing to floods and ijl- 
distributed rainfall. It is further to be noticed that in all provinces the 
seP-criticism has not been indulged in for its own sake, but that important 
steps have been taken in the way of improvement and drastic liquidation has 
been the order of the day. Besides repenting, tlierefore, our »y^^tem has 
brought forth fiuils meet for repentance. Thus, the effects of the drastic 
liquidations in has been salutaiiy in Madras with the result that the 

number of liquidations have fallen from 63 to 6 in the year under report. 
The thorough nature of the scrutiny in the Punjab is shown by the fact that 
no less than 12,000 members of agricultural societies, who had no real interest 
in 4h6 movement, have been expelled and a number of unsuccessful societies 
have bean broken up. This cleansing process cannot but have a strengthening 
and invigorating effect on co-operation as a whole. Mr. Collins in Bihar has 
also been applying the pruning knife energetically and wisely emphasizes 
the fact that liquidation is not a sign of weakness in the movement. In a 
word« the work of consolidation is being vigorously pushed on in all the 
provishees. 
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To oojne to more positiTe signs ot progress. We find the proiwaiil bank 
exercising a beneficent activity in Bibar and acting as a buffer between tbe 
central banks and tbe money market with the result that fluctuatiomi in the 
rate of interest were minimised at a difficult time. The Provincial bank has 
proved its utility and its formation at an early epoch of provincial co^peratida 
has been fully justified. 'Ihe Central banks are themselves progressing 
towards efficiency. In Madras there has been a marked improvement in the 
collection, both of principal and interest in the case both of Provincial and 
Central banks and arrears have been recovered. In this year the Madras 
Central Urban Bank has been converted into an apex bank and a sound scheme 
of organisation has been devised for it. The Union banks in the Punjab have 
had a successful year, have increased their reserve fund largely and have 
improved their constitution in the direction of a more co-operative basis. In 
this way the necessity of a few public-spirited gentlemen pledging their 
property for the common good will be avoided. The Central banks have taken 
an assured place among the financial institutions of the province.'* This must 
not let us forget the fact that in some provinces there are defects inherent in 
the small central banks, and, as Mr. Willoughby observes, we are not much 
rearer solving the problem of reidBcmg them. The guaranteeing union has not 
yet passed the early stage of introduction so far as the United Provinces are 
concerned. In Bihar also the Registrar notes that they have not yet captured 
the imagination of the societies to whom they appear as additional factors 
increasing the risk already existing fiom unlimited liability. In any case 
some time is needed to prepare the ground for thm. It should be noted that 
India is a great continent with enormous variations in local conditions; and 
though the guaranteeing unions have won their spurs in Burma and elsewhere 
there may be a few parts of India not quite suited to their activities. The 
alternatives suggested for them are either branches of the district bank or 
supervising and organising committees under a district or subdivisional 
officer. Such suggestions, however, do nothing to detract from the reii^l meiits 
of the guaranteeing unions as a stage in decentralization. 

As regards Inspection and Audit it is good to find the inspecting staff 
atrengthened' in the Punjab and the Central banks there submitting their 
accounts to professional auditors. The Government have expressed their 
readiness to expand the staff of expert subordinates if the necessity is 
established. That is the right way to extend State help to the development 
of the co-operative movement. In Madras the prospects of tiie improvement 
of union supervision are promising though its development is both partial and 
recent. In the United Provinces the regularising of the system of audit 
and inspection that has taken place during the last five years has had the very 
salutary effect of raising ^e standard of co-operative education and inraotkse 
^lemanded from the societies." In Bihar we are told how the work of 
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inspecting is developing as it should develop if the iouudatious of co-operation 
are to be strengthened. The Registrar and his Deputy are themselves taking 
a hand in the work and there are also the managers, directors and the 
inspecting clerks employed by the Central banks. As for the auditors, 

Collins praises the quality of their work, but remarks that their programme 
‘jf work is overloaded. He has consequently, like a skilful geneml, got 
together a reserve of auditing officers. 

The moral and social effects of the co-operative movement cannot be too 
much emphasised. They have supplied a village bond all the more essential 
that the old village community is a matter of the past. It has also created a 
demand for education. The feeling ol communal responsibility is growing 
and societies have been taking common action for the improvement of 
sanitation. The old Panchayat system which was a highly useful feature of 
the Indian village life has a great chance of resuscitation in connection with 
the co-operative movement. ‘‘At present,** observes Mr. Darling, “the 
system of arbitration is only applied to disputes between societies and their 
members. In time, probably in some modified form of panchayat, it should 
be possible to extend it in select societies to disputes between individual 
members.** Even now in the United Provinces petty disputes are often settled 
by the Panchayat. Again in the matter of joint action for vtterinary 
treatment of the members’ cattle the societies ere doing good work. Tliere 
IS an enormous scope for work on the moral and social side as is demc^nstrated 
by the example of Japan. 

Co-operation has also been benefiting the organisation of trade and 
industry. In spite of the disturbance of trade and industry the distributive 
store society has continued to develop in the Punjab. The ('o-operative 
societies are “commercial schools for the people.** Societies and unions 
store and seU agricultural implements like the Meston plough and agricultural 
products like ghi. The close of the war promises to extend these operations 
into other fields. In Bihar the co-operative dairies cannot be said to be exactly 
flourishing, but for the other side of the shield we should note the tasaar weavers 
societies and the societies of carpenters and blacksmiths. A unique experinmnt 
of a very promising nature is the co-operative dispensary in Bihar. The Sandila 
Tarn Store and the Lalimli Society have done very well in the United Pro^ces, 
nnd the latter has gone further and purchased a large number of cash certificates 
in Ihe war loan on behalf of its members. Building societies are an important 
feature in Madras and it is an excellent idea that when a muniQipality acqmres 
sites and houses the compensation awarded might he turned into the working 
capital of co-operative building societies. Weavers* societies are also to the 
fore in Madras. But as for stores it would appear that, in that province, with 
the eweption of the TripH ane Society, stores have not attained the measure 
of success which has been obtained in such stores In other places. 
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On the financial aide also there ia no want of aaooeaafnl featurea. In 
Madras the working capital has grown from Bs. 169 lakhs to Ra. 2C6 lakhs^ 
while the reserve fund and the paid-up share capital have grown propor¬ 
tionately. The profits of non-agrioultural societies have been rising at a 
very rapid rate. Some of the banks have been very successful in aitracting 
outside capital. In the Punjab “ the share-capital of agricultural societies 
shows an increase of 4^ lakhs, the result of greater insistence on the prompt 
payment for shares. The total share-capital now amounts to nearly 47 lakhs 
of rupees in spite of transfers from share-capital to deposit of the share money 
of the 12,0(M) excluded members. The reserve fund stands at very nearly the 
same figure as last year (27 lakhs): this with the share-capital forms 
b6 per cent, of the total working capital of Rs. 1,32,30,000 so that the societies 
offer excellent security to Central banks.” In the United Provinces the 
conditions have been adverse and yet the net financial results were not unsatis¬ 
factory. At the beginning of the year the members owed a total sum of 
Bs. 46'30 lakhs to the agricultural credit societies ami the outstandings at 
the end were Rs. 44*84 lakhs in spite of the difficult situation. Out of a 
total working capital of Rs. 51 36 lakhs the paid-up share-capital amounts to 
10*16 lakhs and, adding for the undistributed profits, the “owne<l” capital 
was about one-third. In Bihar’ and Orissa the working capital has risen from 
Rs. 20*37 lakhs to Rs. 2V61 lakhs, while the capital of non-agricultural societies 
has risen by 40 per cent. Then we have to take account of the war 
contributions of our (*o-operative societies. In the United Provinces alone 
more than 9 lakhs of rupees have been invested in war loans and the Central 
societies have supported numerous war charities. There is a movement 
towards the utilisation cf reserve funds in buying war bonds and Bihar has 
utilised in this direction about a lakb and a half. These and other similar efforts 
show that while in Germany the reserves of Co-operative banks have gone to 
snxiport the war, India has also worked in the same direction. It is also 
noticed by Mr. Calvert that the contribution to war loans have automatically 
and quite in the fitness of things decreased the deposits in the societies. 

To snm up, it can be confidently asserted that the period of the present 
war has brought out the strength of our co-operative movement and marks an 
important step in the forward march of co-operation in India. The reports 
revlfewed also go far to disprove the statement that the pcdicy followed in 
India as regards currency and exchange has dealt a blow to the Indian 
agriculturist and producer. y C COTA3EE. 

NOTE 

Owing to the large demands \ip6n the space in this issue of the Journal due 
to the puhlicatipn of jMapers read at the Conference a number hf Reviewii are 
unavoidably held^^Hw ^ t;he September issue. 
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THE PROFITS AND RENT OF AGRICULTURAL LAND 
IN A CORNER OF BENGAL IN 1788. 

The proclamation of the Permanent Settlement of Bengal by Lord 
Coinwallis on the 22nd of March 1793 perpetuated a 10-year 
settlement which had been completed over most of the province and 
was nearing completion in the Eastein Districts No systematic 
enquiry regarding the assets of the estates was made for the purpose 
of the settlement Previous assessments with minor alterations 
were the basis used and enliam ements of revenue were hardly ever 
considerable In the area now comprising the districts of Tippera 
and Noakhali at least the revenue of no estate was enhanced which 
had borne the same assessment for 12 years previously Since the 
Grant of the Diwani to the East India Company in 1765 the problem 
befmre tiie Revenue authorities had been to discover what was a fair 
assessment on each Parganna, % e, single large estate, or agglomera- 
tiop of small estates, which had paid revenue to the Mughal Govern¬ 
ment through one zamindar, and to realize it The third and last 
systematic assessment made by the Mughals had been completed in 
1728 fay the Viceroy Murshid Quh Khan Even m that the 
aseesament on individual estates seems to a considerable extent to 
have been based upon the previous assessments Such was the 
npivmwiitfof corruption in the country in the middle of the 18th 
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oentiuy that for the Mughal Diwan or even a zamindar to attempt 
to revise the assessment on the basis of a measurement ot the land 
in occupation would have been to invite wholesale fraud. An 
alternative expedient was found in the abwab, an imposition made 
rateably upon existing revenues and rents, which was adopted both 
by the zamindars and the Diwan. Whether the abwabs imposed 
upon the zamindars were more than partially realized is more than 
doubtful. During the first few years after 1765 the revenue 
administration was left in the hands of Indians. In 1769 European 
“ Supervisors ” were appointed who became on 11th May 1772 
“ Collectors.” The revenue collected remained much less than it 
had been expected it would be and the proper assessment on each 
individual Parganna doubtful. In 1772 with a view to increasing 
the amount as well as discovering what assessment each Pargranna 
could bear five years’ leases were given to the highest bidder who could 
furnish good enough security A Committee of Revenue moving in 
circuit concluded this settlement and the total assessment was higher 
than any other the East India Company made in Bengal. The next 
j^ear the European Collectors were replaced by Provincial Councils, 
a step in th“ direction of centializatioii, which was carried to an 
extreme in 1781, when .the functions of all the Provincial Councils 
were undertaken by a Committee of Revenue sitting in Calcutta. 
Collectors were again appointed, but they were trusted with very 
little but routine work. A policy of decentralization was inau¬ 
gurated as a step towards carrying into effect the provisions of the 
Act of Parliament of 1784 and the Collectors in 1786 were entrusted 
with the settlement of land revenue within their districts Several 
years htwi been wasted and the uncertainty as to the pr'-.^ier 
•assessment remained. The system of leases to the highest bidder 
was not repeated after the five-years settlement of 1772, the Board of 
Directors having decided in favour of annual settlements, where 
possible, with the zamindar himself. In certain cases, especially 
after 1786, v«4nu there were disputes between co-sharer zamindar!, or 
whmi, for instai^, the zamindar was a minor and settlement could not 
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be concluded with him and no other means of reahzing the revenue 
seemed feasible, or when there were heavy arrears estates were held 
khas, i.e., the Company’s servants undertook the realizations from 
the tenants direct. Usually a nati\e officer called a “ Sazawal ” 
was appointed, but m a fev/ big estates the collections were placed 
in the hands of Europeans of the Company’s service. When this 
happened the Company got its first real insight into the capacity of 
an estate and the last it was to get before the Permanent Settlement 
was concluded. Even then much depended upon the individual 
employed. One George Uandridge deputed to have charge of the 
collections of Parganna Bhulna in Noakhali district until he could 
effect a partition between two groups of co-sharer zamindars who 
were at loggerheads wasted two .\ears there. He made himself a 
])artizan against one group, railed to realize the revenue oi make a 
satisfactory examination of the assets of the estate, and the Board 
dismissed him. By contrast Mr. Rawlins, who was afterwards a 
Member of the Board of Revenue, made a very complete measurement 
of the islands forming Parganna Sandwip at the head of the Bay and 
the taluqdars still know the area of their taluqs recorded by him and 
the rents which he settled and pay them, together with excess rent 
for excess area in their pos.session. 

In 1787 when most of what is now the districts of Tippera and 
Noakhali was under the Collector of Mymensingh two adjoining 
Pargannas, Baradakhat and Gangamandal, the former one of the 
large Pargannas of Eastern Bengal and the latter nearly half its size, 
lying mostly on the east of the Meghna and west and north-west of 
the town of Comilla, were ordered to be held khas. The zamindars 
of Baradakhat were women, Gangamandal had been sold by its 
owner and it was found that his Local j^igent had realized as much 
as he could of the next year’s rent in advance and decamped with it. 
Both were heavily in arrears. In August Mr. David Paterson of the 
Company’s service was put in charge of the collections and ordered 
*to prepare an assessment roll for the next annual settlement of both 
estates on the basis of a detailed measurement of their lands. 
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Although much progress had been made in the direction ol lan^ 
and order Eastern Bengal, especially up and down the M^^bna, wds 
stUl the scene of activity of numerous bands of dacoits and the 
zamindars had not forgotten their old power or altogether given up 
iheir old methods of settling their differences. In 1781 the Baja 
of Tippera had made his preparations to resist the Company’s 
Local Agent by force and a settlement of the trouble was only 
arranged by allowing him to retain Hill Tippera without payment 
of any revenue. In 1785 Baja Jugal Kishore of Mymensingh had 
plundered 26 and burned 4 villages of Smghda belonging jointly tc 
Baradakhat and Maisurdi, and when Paterson took over charge oi 
the collections of Baradakhat the Zamindar of Maisurdi wrote to 
nim proposing an offensive and defensive alliance. Paterson 
referred him to the Magistrate ol the district and wrote a charac¬ 
teristically indignant letter to the Board of Revenue on the subject. 

Paterson had some qualification for the work given him to do, 
for he had previously been “ Registrar of the Kanungo* Daftur ” in 
Bengal, but what he undertook was a bigger and more difficult task 
than either he or the Board had estimated. That he knew 
all the tricks of the trade practiied by the country surveyors 
is shown by his introduction—and apparently it was his 
own invention—of the system he called dhuk purtall, by which 
after a mimsiff, as Bengal surveyors were then called, had made a 
list of the cultivated plots of a village with the area of each another 
munsiff or Paterson himself remeasured a percentage of the plots and 
the area of the other plots was written down so much more in 
proportion as it was found the remeasured plots were larger tTiw.n 
they had been shown. The sy.stem was very unfair on individuals 
and the Board ultimately reduced the rents os much as Paterson had 
increased them by the use of it, but its invention shows that he knew 
his men. It was a year and nine months before Mr. Paterson finished 
bis assessment and banded over the charge of the two Pargannas to 

* The Kenitttgo wm the O^oei of Oovenmient atteohed in Mughal timea to each samimlar 
^hgee dut> it ^aa to eiamtamithe revenue records. 
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Boiler, the Compands Agent in Tippera, who became a month or 
two afterwards the first Collector of the district. 

Mr. Paterson’s final letter to the Board of Revenue written in 
May 1789 contains two statements which 1 reproduce m full. The 
first is an analysis of the expenses of cultivation of the crops usually 
grown, the second of what is necessary for the maintenance of a 
well-to-do tenant In commenting on his report the Board dealt 
I'ather unkindly with him and, almost in so many words, wi’ote that 
he had wasted his time on the examination which he made into the 
domestic economy of the tenants, seeing that he based his actual 
assessment not upon its results liut upon the existing customary 
rates of rent which he found prevalent in the locality. But his 
figures are certainly interesting and I think instructive. These are 
the two analyses. 

ESTIMATE NO. 1. 

Expenses of Cultivation. 

Rs.A.lh 

Do Sliar or land capable Ploughing 3 GoHiihs (1) 3 unnuN per 
of producing two crops Gottah ... ... ...090 

at different periods with Labourers, vu.— 
only once sowing. 1st for clearing the ground 

from roots of grass, etc. 

3 people 
I anna 

per man 0 3 0 

Time of cultivation 2nd for weeding 6 people 1 anna per man 060 
Maugh W and Phaul- 3rd for reaping, viz.— 
gun (4) one canny of Ouse (2) crop in Jeyt W 0 people I anna 
land. per man ... ... ... 0 6 0 

Amun (3) in Aughrau G) 7 peojde 1 anna 
per man ... ... ... 0 7 0 

Seed, viz,— 

Ousse—3 cuttahs 1 anna per cuttah .. 0 3 0 

Amun—1 cuttah ... ... 0 1 5 

Total ... 2 2 6 

Produce Ousse 5 maunds. 

Amun 3 maunds. 


(*) A GoMi«h Pftterton ex;pUiii<« in the day’s work t»f a pan of ploughs. (*) Oua, summer riof 
(•) Amun, winter rice. 
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Ekshai’—time of cultm- Ploughing —S Gottahs ... ... 0 9 0 

tion Maugh (4) wd Cleanng, etc., etc. ... ... 0 3 0 

Phaulgun and a* the Weeding ... ... ... 0 6 0 

close of Assar W in Cutting i*. Jeyt and Assar (4) and in 
high ground. Cartuc and Aughran ... ... 0 6 0 

Seed—4 ciittahs 1 anna 6 G per outtah 0 6 0 

Total ... 1 12 0 

Produce 9 maunds. 

Kuiiguee (5) (Millet) time Ploughing—.‘i Gottahs ... ...0 9 0 

of cultivation in Augh- Clearing, etc.—4 Labourers ... 0 4 0 

ran and Pouss W. Weeding—G Labourers ... ... 0 G 0 

Cutiing—6 Labourers ... ...0 6 0 

Seed—2 seers, 1 anna per seer ... 0 2 0 

Total ... 1 11 0 

Produce 4 maunds, time of cutting in Ohaitra and Baisakh. 

Call or Chuna W (a kind Ploughing —li Goitahs ... ...0 9 0 

of millett)—time of Cutting*-^ Labourers ... ...0 5 0 

cultivation in Aughran Seed—3 Cuttah.s ... ...0 3 0 

and PouBs. - 

Total ...110 


Produce 6 maunds. 


Moonp (7) time of culti- Ploughing — 3 Gottahs ... ...0 9 0 

vation in Maugh. Clearing, elc. ... ... ...030 

Weeding ... ... ...060 

Gathering ... ... ...040 

Seed —2 seers, 1 anna per seer ... 0 2 0 

Total ... TTl 


Produce 2 maunds. 


O The months of the Bengali ycer liegirining ftom luiddle of April ’^re :—Baishak, Jaieiha, 
Aibar. Shralxm, Bhadra^ Aewin/Kartik, Aughran, Powh. Magb, Falgocm, Ohaitra. C) Kaon. 
O China. O Mung. ^ 
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“Its produce cannot be exactly ascertained, there being no 
particular season of harvest. The leaves are taken away from 
time to time as they ripen. The apparatus above mentioned is not 
a yearly expmise ; it will last for three years without the necessity of 
repairs. The pawn is a creeper, and is tied loosely to the reeds 
with blades of oolloo grass as it rises. It will produce for six or seven 
yesrs as managed in these pargannas ; they never suffer it to rise 
above the choppa, but instead of shortening it by cutting they take 
bold of the stalk near the root and drawing it out make a fold in 
the stalk which they cover with earth and cullee-tying up the top 
as before to the reeds. It shoots and rises quickly again, and as 
often as it attains its former height another fold is taken up. The 
annual value of a canny of pawn is estimated at Rs. 160 .” 

Estimate No. 3. 

“ Of what is necessary for the maintenance of a reiatt exclusive of 
occasions of grief and rejoicing.” 

A Hindu family in re-spectable circumstances, 16 souls. 


ARTIOI.18 of 
Consumption. 

Per diem. 

Per annum. 

Price, 

Total. 

Annual. 

Occasional. 

Rioe .»• 

16 seers 

146 mds 

30 seers 

199 13 17 

199 13 17 

Kfl. As, P. 

Salt... 

4 seer 

4 22| seers 

10 „ 

18 4 0 

18 4 6 


Oil . 

4 M 

4 221 „ 

6 10| chs. 

27 8 0 

27 6 0 


Tvrroone 

i ». 

1 5 10 ohs. 

2Q seers 

1 6 16 1 

1 6 16 1 


Pmpw 

i ** 

1 5 10 .. 

16 „ 

2 13 12 2 

2 1» 12 2 


Ginger 

1 ohitteok 

0 22 13 „ 

16 ,• 

1 6 10 1 

1 0 16 I 


Dhnnee, eto. .. 


0 22 13 ,, 

16 „ 

1 6 16 1 

1 0 16 1 


P*wn 

IbMtaO) 

365 brs. 

64 b^ras 

5 11 5 

5 11 5 


Supnree 

15 nuts 

27 

lAl 

5 

6 8 7 2 

6 8 7 2 


Tobnooo 

i seer 

1 5 10 ohs. 

10 seers 

4 9 0 

4 9 0 


Gur 

1 M 

1 5 10 

10 „ 

1 4 9 0 

4 0 0 


FUb 

1 anna 

...«■• 


22 13 0 

22 13 0 


VegeUbles 

15 giindas 


... • 

17 1 15 

17 1 15 


Ohmuun 


..••f 





firewood 
iTesIkee O 

15 gundes 


... 

17 1 16 

0 12 0 

17 1 15 

0 12 0 


Berthenwere ... 

«... 






Selom 



. 

1 0 0 


1 0 0 





0 6 0 

. 

0 6 0 

TotAL 

. 

... 

. 

334 14 3 

333 8 3 

1 6 0 


T2 (*) Thiki*, 4 ilow burning mato|^ 























290 


The Bengal Economic Journal, 


Clothiko. 

. 

No. of 
articles. 

Price per 
piece. 



. 





Rk. 

As. 

TT 

Rs. As. 

TT 

Rs. As 


Phota (•) 

8 women 

32 

8 annas 

16 

0 

0 

16 

0 

0 




Oooiieha C) 

8 men 

24 

8 M 

12 

0 

0 

12 

0 

0 




: 

8 

1 

1 

8 » 

3« 

8 ,, 

8 

0 

0 

8 

0 

0 




(Ihillonf Ci 

.. .. 

8 

1 anna 

8 

0 

0 

8 

0 

0 


.. .. 


Night clothes ... 


16 

3 annas 

3 

0 

0 

3 

0 

0 


•• 


Gamcha (*) 

. 

16 

1 anna 

1 

0 

0 

1 

0 

0 




Total 



... 

48 

0 

0 

48 

0 

0 

. 

Brddiko. 













Pattees (Mats) 


12 

3 annas 

2 

4 

0 

2 

4 

0 




Coarse lid a t s 













Mullooah 


:i2 

i anna 

1 

0 

0 

1 

0 

0 




Quilte 

. 

8 

3 annas 

24 

0 

0 




24 

6 

0 

Pillows 

... 

16 

‘2 .. 

2 

0 

0 




2 

0 

0 

Total 



.... 

29 

4 

0 

3 

4 

0 

26 

~ 

0 


SrNORIKS. 

No. of 
articles. 

Price. 

Tt>tal 

Annual 

expense. 

Occasional 

expense. 





Rs. Ah 

F. 

Rs. As. 

P. 

’TETA'i. P. 


Repairs of house 


... 

10 0 

0 

10 

0 

0 


• •• 

Boat 

1 

• •• 

7 0 

0 




7 0 0 

... .. 

Oodal (•) 

2 

6 annas 

0 12 

0 




0 12 0 


Oorallee (•) ... 

1 

8 „ 

0 8 

0 




0 8 0 

«*• . 

Hodges Bill 

2 

6 „ 

0 12 

0 




0 12 0 


Caunttee (") 

2 

1 1 anna 

0 2 

0 




0 2 0 


Handsaw 

I 


0 2 

0 




0 2 0 


Washerman 



1 8 

0 

1 

8 

0 

... 


Barber 


1 *2 aiiMus 

1 8 

0 

1 

8 

0 



Shoes 

8 pahs 


1 0 

0 

1 

0 

0 



Currum (clogs) .. 

8 


0 12 

0 




0 12 ’ 0 

•• 

Total 

1 

24 0 

0 

14 

0_ 

0 

10 0 0 

1 


Oattle, Instrumknth of 

HTTSllANnHY, ETC, 


Oxen ... 

CoWB ... • 

Annual eerv-antii for ploughing 
« the gr<wndt feeding tlie 
oattle and cutting grass ... 
Boat for cutting and bringing 

grass 

Oars, paddles, etc 
Dao for cutting mss 
Noong'ttl fplough) 

Ohuitga tor smoothing the 
ground 

Assra (Harrow) ... 


No. of 
articles. 

Price. 

Total. 

Annual 

expense 

Occasional 

expense. 


Rs. 

Rs As. P. 

fes. As. P. 

Rs. As. P. 

20 

4 each 

80 0 0 


80 0 0 

8 


32 0 0 

. 

32 0 0 

3 

2 per man 

120 0 0 

120 0 0 

. 

1 


16 0 0 

te* 

15 0 0 

.. .. 


2 0 0 

••• 

2 0 0 

4 

6 annas 

1 8 0 

1 8 0 


5 

0 6 8 pics 

2 2 0 

2 2 0 


2 

0 2 0 

0 4 0 

0 4 0 


1 

0 8 0 

0 8 0 

... 

0 8 0 


(*) Word now used for Muhammadan’s dote {*) Words not now U8e4. (*) Towel. (*) Hand 
instruments of agricylture. 
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When cut sholas Q for bring- 


Ks. As. P. 1 

1 Rs. As. 

P. 

R« As 

P. 

1 Rh. As. P. 

ins in the grain 

8 

0 2 0 

1 

3 

0 

0 

0 

0 


0 

0 

0 

0 



Carpenters’ wages 


0 annas jper 
plough 1 

1 

H 

0 

[ 1 

8 

0 


•• 

Builders 


ditto 

1 

8 

0 

1 

8 

0 



Seed for 7i doms .. 

30 ludfi. 

1| nids 

20 

0 

0 

20 

0 

0 



TiU do. 8 oannien 

32 HOCIH 

1 nid. 

1 

0 

0 

1 

0 

0 

... 


Sursoo do. for 4 oannies 

10 „ 


0 

8 

0 

0 

8 

0 



Reapers, 2 mouths 

Oyofes .. 

Clearers and Weeders 

LI lueii 


00 

0 

0 

(H) 

0 

0 



20 

1 aiinn ca<‘h 

1 

4 

0 

1 

4 

0 





10 

0 

0 

lu 

0 

0 



Wooden Mortars ... 

4 . 

0 annas ea. 

1 

8 

0 

... 



1 

8 0 

Do. Pestles ... 

8 

‘24 M 

1 

4 

0 




1 

4 0 

Golahs for gram ... 

5 


0 

0 

... 

,... 


5 

0 0 

Total ... 



m 

14 

0 

223 

10 

0 

137 

4 0 


Utunsxls, Ornaments, etc’. 

No. of 
artioles. 

Price 

'fotal. 

Annual 

expense. 

Occasional 

expense. 



Kh 

. As 

P 

Rh. 

As. 

p. 

Rs. Ah. P. 

Ks. 

Ah. 

p. 

Hookas 





.*) 

0 

0 


.) 

0 

0 

Paundawn (") and Salver 





4 

0 

0 


4 

0 

0 

Taillee... ... 

4 

1 

8 

0 

ti 

0 

0 


0 

0 

0 

Stone dishes 

4 

1 

0 

0 

4 

0 

0 


4 

0 

0 

Lota (brass pot) .. .«• 

4 

1 

8 

0 

tt 

0 

0 


0 

0 

0 

Cuttoora (brass cups) 

o 

1 

0 


2 

0 

0 


2 

0 

0 

Tussla (brass stewing pan) ... 

T 

2 

0 


2 

0 

0 

r’o 0 

2 

0 

0 

Red lead for the women 


1 

0 


1 

0 

0 



0 

Sunk O') for the wrists 

8 pans 

7 

jier 

pair 

1 

.>() 

0 

0 

... .. 

ofi 

0 

Nutt (nose rings) gold ... 

Ankle rings (silver) 

a 


eacl 

40 

0 

0 


40 

0 

0 

8 pairs 

10 

per 

pair 

80 

0 

0 

. 

80 

0 

0 

Total ... 

-■■■ " J 




200 

0 

JL * 

1 0 0 1 

20.3 

0 

JL 


Expenses atlendiiiir the Ceremonies of llelinion. Annual. Occasional 

Ks. A. r. li ■. A. r. Ils. A. p. 


At the Dussahara ... ... 

Ilooly ... ... ••• 0 0 

Kalli Poojah—times ... 24 0 0 

Daily Poojaii As. 4 per day... ... 91 4 0 

Taut (Brass Salver) ... ... 400 

Coosha and Coosho (Copper basins a 
singular form) ^ 3 0 0 

Tripod brass or mixed metal ... 2 0 0 

Poospa Patra brass pot for flowers ... 3 0 0 

Bell, Cassee (f^) and Cheraug dawn (^1) 5 8 0 

Shunkha (Shells) 2, 1 for sounding and 
1 for holding water ... ... 2 8 0 


50 0 0 
If) 0 0 
24 0 0 
91 4 0 


4 0 0 

3 0 0 
2 0 0 
3 0 0 
6 8 0 

2 8 0 


Total ... 200, 4 0 180 4 0 20 0 0 

Annual Occasional. 


Total Expenses ... 1,203 4 3 803 10 3 399 10 0 

(*) Sachs. (") Pandan receptacle for holding betel. (.*) 3anka, large sheila. 0®) Cymbals. 
(^) Lampholder. 
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fks Bmfoi I&eonomk Jotmui. 

“ A Mussulman family in similar circumstanoes differ from the 
Hindu in the addition of onions and garlic to their food and less 
pawn being consumed. They likewise are less expensive in their 
clothes, ornaments and utensils A Mussalman cultivates his land 
himself which a Hindu cannot do without 'oss of caste, as none 
amongst them but those of the Gowalla, Barber and Haree caste 
ever follow the plough. He is therefore obliged to go to the expense 
of hired servants for that purpose. The expenses of a Mussalman 
for religious ceremonies are not so great as those of the Hindu.” 

“ In the foregoing account the preset price of the articles are 
set down. I have supposed everything although, a great part of 
the produce of his land, to be purchased, and although the labour is 
almost all performed by the raiyat and his family. 1 have supposed 
that to be paid for ; in like manner such articles as are the produce 
of his ground I have marked ; with regard to the expenses attending 
religious ceremonies, they vary according to the circumstances in 
^hich the raiyat finds himself when the occasions occur.” 

" The articles of pepper, turmeric, onions, garlic and ginger 
are highly productive, but require so much pains and attention that 
no raiyat undertakes to cultivate all these articles himself. He 
keeps to one or two of them and what remains beyond the consump¬ 
tion of his own family he considers as a fund for barter.” 

“ A poor raiyat does not differ materially from the foregoing 
account with respect to the articles of diet, his consumption is 
proportionate to the number of persons in his family. His expense 
in clothes is much less as likewise with regard to the ceremonies of 
religion.’,’ 

“ During the time he can spare from his own little fteld, he 
Sires himself out as a labourer, whilst his wife employs herself at 
home in spinning of cotton A raiyat of this description cannot 
afford to cultivate above 2 cannies of land at farthest and to do 
that he must be allowed tuccavi, the produce of his land with the 
above occasional resources could not mftiTi t.«iiTi bim, especially if 
he has a family. He iMsides generally upon the lands of some 
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substantial raiyat as a part of bis family by which he secures an 
exeu^itimi frmn the payment of any bltla jama. By these aides he 
makes a shift to live from hand to mouth, and pay the rent of his two 
kannies; this class of raiyats are by far the most numerous.” 

Mr. Paterson was not equally careful in all things he did— 
Mr. Buller, to whom he made over charge, complained to the Board 
that he had not kept copies of any of the letters which he had sent— 
but in these investigations of his he seems to have spared no pains. 
His account of the growing of pan (betel leaf) and the iolluwing 
prices of the routine of an agricultural year which he gives elsewhere 
in his report are descriptions perfect in every detail of the manner of 
cultivation to-day. 

“ The progress of cultivation is thus;—The amun crop being 
out in Aughran the reaper scatters kissaree amongst the stubble, 
while the soil is still moist and soft from the inundation, which 
springs up without further trouble and is reaped in Phalgun, the 
stubble and stalks of the kisseree are then set on fire and the ashes 
ploughed in with the soil. The suttea dhan mixed with amun 
is then sown—the suttea being of very quick growth is npe in Jeyt 
or Assur. It is then cut and the amun, which is of slower growth, 
rises with the water and is cut in Aughran * # * The inunda¬ 
tions if not sudden or violent in Assur do no harm, but do much if 
sudden or violent as the amun is as that time y^ung and the ouss 
and suttea ready to cut. It may be admitted that caney will yield 
12 maunds of paddy in the year ; the intermediate crops of sursoo, 
til, or kissaree produce an avers^ge from 4 to 2 maunds, sometimes 
six, but rarely.” 

Many of Mr. Paterson’s figures can be checked, ihe method 
of cultivation having remained unchanged, the amount of produce 
fwr each crop, the amount of seed required to be sown and the number 
of ploughs and labourers necessary are the same to-day as they were 
when he wrote. In such figures he is almost always correct. That 
• being so it is safe to accept the rest of his figures. There are two 

(*) SAitbft, * last grown kind of rommer rioe lo oalled beoauae it ripens in 60 daye. 
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places in the first analysis where there are mistakes which may very 
likely be mistakes in copying. The first is the entry of 3 maunds as 
the produce of winter paddy when both summer and winter paddy 
are sown together. In the last quotation he mentions that the 
total produce is 12 maunds, and the present day when the two crops 
are sown together the winter rice produces the greater 
outturn. The entry three maunds should be seven maunds. The 
second place is when the outturn for mattar (peas) and keshari are 
written 7 maunds The figure is too high and is again contradicted 
by the last quotation I have made. In subsequent use of the figures 
in the statement 1 have taken the produce to be 5 maunds per kani 
instead of 7 maunds. 

The second of the two analyses is interesting, but except in 
detail it is not as valuable as it might have been had Paterson been 
careful to chose for his subject the domestic budget of an average 
cultivator. The family he chose for examination seems tc corres¬ 
pond to that of a middle class taluqdar of the present day holding all 
his land in his own immediate possession. In his analysis of his 
jamabandi (assessment) roll Paterson records that in the area held 
direct under the zamindari, i.e., where no middlemen intervened 
there were 15,523 families cultivating 12,323 drones of land, four- 
fifths of a dione for each family on the average, but the family which 
he chose he showed as requiring rice seed for 7^ drones. The Board 
commented as follows;— 

“ We cannot conceive Mr. Paterson’s estimate of Rs. 333-8-0 
for the food alone of a family of 16 persons to be in any degree 
applicabk^ to the majority of the raiyats of the district much less 
his general estimate for the articles of consumption, bedding, cattle, 
utensils, etc., amounting altogether to Rs. 803-10-0 besides occasional 
expenses amounting to Rs. 399-10-0. If, however, the assessment 
has not been regulated by these considerations their degree of 
accuracy is immaterial. We have pointed out the objections to 
them only to prevent your confiding in them without further enquiry 
on any future occasipn when they might be thought to apply.” 
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Paterson’s own words regarding the poorer raiyats at the foot 
of his analysis show that he knew he was describing the expenditure 
of a rich family. 

There are still similar taluodar families in Baradakhat, but as 
the class is not an essential element in the agricultural population a 
comparison with the total expenses of a middle class taluqdar of 
to-day would be rather interesting than valuable to a student of 
economic history. The picture of family life which is given is 
certainly interesting ; the same necessities and luxuries were 
consumed then as now, the same implements of agriculture, the 
same household utensils and the same ornaments were in use. The 
articles of clothing are somewhat different. Men of that 
class now wear shirts (say four new ones a year at 
Rs. 1-4-0), coats two a year at Rs. 2-4-0), chadar and dhuti 
and the women chemises ( four a year at Rs. 1-8-0). as well as their 
unmade wrappers. Their plain cotton cloths before the war cost 
about Rs. 2 instead of only 8 annas and are now much more 
expensive. Night cloths as we understand them are not used and 
it is doubtful what Paterson meant by them. Mosquito nets and 
sheets are now used and for economy half-a-dozen cliildren may sleep 
in one bed. A Bengali reading the prices which Paterson quotes 
will lament a golden age. Picking out a few of the items and 
comparing their price with the price to-day gives such figures as 
these:— 


Rice 

Turmeric 

Ginger 

Tobacco 

Gur 

Pan 

Cattle 

^ Stone dishes 
*Lota (brass pot) ... 
Silyer ankle rings 


Price in 1789. 

30 seers a rupee. 
22 
16 
10 
10 

64 beeras a rupee 
Rs. 4-0 each. 

„ 1-0 „ 

.. 1-8 „ 

,, 10-0 a pair 


Price in 1913. 

7 seers a rupee 
10 „ 

6 .. 

4 „ 

4 . „ 

• 5 beeras a rupee 

Rs. 40-0 each. 

3-0 „ 

.> 4-8 „ 

,, 30-0 a pair. 
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Expenses in religious ceremonies are a little difBcult to cinnpue. A 
Bengali Hindu spends much at Puja time on clothes fmr himself and 
the women of the house and most of what he spends goes in such 
necessaries. Actually to have a performance of the Durga Puja 
costs about Rs. 150. The Holi is nowadays almost out of use. 
Daily Puja is only made when there is an image of the goddess kept 
in the hmnestead which is not a common thing. 

The prevailing use of kerosine has kept down the price of oil for 
lighting purposes. Salt cost, until the war came, very little mcme 
than it did 100 years ago, but is of better quality, and while the 
initial cost of the corrugated iron sheds in the homestead of such a 
family is higher, the cost of annual repairs is very much less than 
for thatched houses. 

Turning back to Paterson’s first analysis—^he unfortunately 
omitted to give anywhere in his letters the prices of crops other 
than paddy which he states was selling at 1 maund and 10 seers per 
rupee but there is in the proceedings of the Dacca Provinciaf 
Council on 22nd August 1774 a statement of the prices current in the 
mufassal at that time. They are known to have risen considerablv 
in the last quarter of the 18th century. Paddy was sold at 2 maunds 
20 seers per rupee in 1774. Increasing the price of the other field 
produce from those of 1774 in the same proportimi as the increase in 


the price of paddy we got approximately 
the following crops in 1789 :— 

the 

following prices for 

Mung 

30 

seers per rupee. 

Peas 

1 

maund „ 

KeShari 

H 


Til 

15 

seers ,, 

Mustard 

20 

>9 99 


Cotton is not now grown at all. Paterson himself gives the value of 
the produce of sugarcane and betel-leaf crops. The prices of millet 


PMmon tpMks of the pnoe ourrent in 1789 m a normal tma, bat it is rtxy mmdk higher 
than the 8 annas a maund erhioh Sir John Shore and Mr. Jaroet Grant were m. the hahit of gsfaig 
as the ayera^^giot about |he same time. The high price is probably doe to the peat flood 
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and kalai are not given in the Dacca list and I shall leave those crops 
out of the present comparison. 

The mode of cultivation of the various crops is exactly the same 
then as now and I have made a careful estimate of the cost of 
cultivation of them including the cost of ploughing and labour, 
although in actual fact the cultivation is more often performed by the 
raiyat with his own plough and the labour of his family or by ex¬ 
change of labour. For an Eastern Bengal district the hire of plough 
and cattle and the wages of agricultural labourers is comparatively 
low. I have taken 6 annas to be hire of a plough at each ploughing 
(half a day) and 6 annas the pay of a labourer per day, and used the 
prices current just before the war. The following table shows the 
comparative expense, gross value of the produce and net profit for 
each crop for an acre of land in 1789 and 1913 :— 


Crop. 

1789. 

i 

r 



1913. 



Expense. 

Gross value 
of rrop. 

Profit. 

Expense. 

Gross value 
of crop. 

ProOt. 

S umme rand 

Rs. 

As. 

P. 

Rs As. 

P 

Rs. As. 

P. 

Rs. 

As. 

P. 

Rs. 

As. 

P. 

1 

Rs. As. P. 

winter rice 















sown together 

7 

2 

0 

32 0 

0 

24 14 

0 

33 

0 

0 

115 

0 

0 

82 0 0 

S urnmer and 















winter rice 















sown separate¬ 















ly 

5 

12 

0 

24 0 

0 

18 4 

0 

1 23 

0 

0 

73 

0 

0 

50 0 0 

Mung 

4 

15 

0 

8 14 

0 

3 15 

0 

15 

0 

0 

3H 

0 

0 

2.3 0 0 

Matter 

1 

7 

0 

10 10 

0 

15 3 

0 

14(0 0 

0 

50 

0 

0 

42 0 0 

Keshan 

1 

7 

0 

14 13 

0 

13 6 

0 

10 

0 

0 

47 

0 

0 

37 0 0 

Til 

5 

12 

0 

18 12 

0 

13 0 

0 

18 

0 

0 

26 

0 

0 

8 0 0 

Mustard 

3 

20)0 

20 0 

0 

16 14 

0 

14 

0 

0 

50 

0 

0 

36 0 0 


On the whole the proportion of the gross produce which has gone in 
the mcpense of cultivation has not much changed. The net profit per 
acre has generally quadrupled itself for food grains. It is only in 
the oil seeds that the profit has not been sojnultiplied and this is due 
to the general use of kerosine for lighting. In the case of til it has 
apparently actually been reduced. Nowadays the cultivator only 

land had to ba ploughad for mustard except m ehar lands. 

(*) The land is nowadays almost always ploughed for this crop 
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grows til in small quantities for home consumption. Sugarcane and 
betel-leaf were very profitable crops in Paterson’s time and they are 
very profitable crops now, an acre of sugarcane will nowadays give 
u profit of Rs. 150 per acre and an acre of betelnut garden will bring 
in Rs. 1,200, but they are crops which most tenants in Baradakhat do 
not or cannot grow. Sugarcane only grows in certain areas and on 
specially high land and betel-leaf is grown only by men of the Birai 
caste. 

In Paterson’s day every raiyat grew some cotton. Baradakhat 
was one of the main sources of supply to the Company’s weavers 
scattered about the area round Dacca who took advances and 
supplied the Company’s factories with cloth of all kinds from coarse 
cheap material to the fine muslins and expensive embroideries for 
which Dacca was so famous. He wrote:— 

“ Cotton IS cultivated universally, raiyats whose land will not 
admit of cotton being grown taking up land in other places proper 
for It, for cotton rises in value proportionately to the cheapness of 
rice, etc. * * * Salt is the only article which a raiyat purchases 
with money, everything else is by barter of the produce of his ground 
—his washerman and barber are paid in grain, the clothes that he 
wears are produced from the cotton grown on his own land spun by 
his wife and delivered to a weaver who is paid for his work in 
grain.” 

Now there is not a cotton plant in the parganna and not one 
cultivator in a hundred would recognize one if he saw it. 
By the time of the Revenue Survey of Tippera 1861-62 
cotton cultivation in the plains had disappeared and the 
enly cotton produced in these parts came from Hill Tippera. 
The local weaving industry did not die with it. It was 
because English thread was cheaper and better than that 
produced locally that it supplanted it. Using English thread the 
weaving industry dra^d out a long period of decline. There are 
still a few weavers who carry on their handicraft with the same crude 
appliances of Faterbon’s time but they are few. The weaver caste 
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has not taken to agriculture; it holds itself above all manual labour 
except weaving and has become nothing but another parasite on the 
agricultural classes. The number of the weaver caste in Tippera 
district is about 70,WO and almost all are middlemen in the land 
system or money-lenders. For the cultivator jute has taken the 
place of cotton. Now almost every raiyat grows jute on some of 
his land. A comparison between the cost of cultivation, etc., of the 
cotton crop in 1789 and the jute crop in 1913 such as has already 
been given for the food crops works out approximately as follows:— 



Cotton in 

1789. 

Jute in 1913. 


Rs. 

A. 

p. 

Rs. 

A. 

p. 

Expense per acre of cultivation 

.. 15 

13 

0 

40 

0 

0 

Gross value of product 

... 20 

0 

0 

200 

0 

0 

Profit per acre 

... 45 

3 

0 

160 

0 

0 


In Paterson’s time the raiyat made more than this out of his 
cotton because his womanfolk would spin it and it would be the yarn 
that would be sold, but even so jute is proportionately a many times 
more profitable crop to the grower than cotton used to be. Since 
the war began the price of jute that used •’^o fetch Es. 9 per maund 
has gone down to Rs. 5, but even so the crop is the most profitable 
one a cultivator can grow. I have purposely used prices of 1913 in 
preference to later prices, for the latter are abnormal. When 
conditions again become normal prices may be expected to rise 
again, jute as high as before and food grains back to their former 
level regaining the 30 per cent that they have lost. 

An average Baradakhat raiyat nowadays has about 4 acres 
of land under cultivation. In a comparatively high area he may 
be expected to grow in the Bengali year beginning in April, first, say, 
acres of jute and 2 acres of summer rice ; for his next harvest he 
plants 3 acres with seedlings of winter rice ; before that is cut he 
sows half an acre of mustard; after the paddy is cut he sows half an 
acres of peas and an acre of keshari, the last without ploughing. 
From what Paterson says it seems likely that, although there were 
large tracts of waste laud, cultivation was thus intensive even in his 
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day owing to the difficulty and expense of keeping the ground clear 
when it was not kept under the plough. The profits of the same 
4 acres cultivated in the same way in 1780 as in 1913 except that 
instead of jute cotton was grown would compare as follows :— 

Expenses of Gross value Net profit, 
cultivation. of crop. 



Rs. 

A. 

p. 

Re. 

A. 

p 

Rs. 

Al, P. 

1769 

66 

4 

0 

194 

lU 

0 

138 

6 0 

1914 

... 199 

0 

0 

765 

0 

0 

666 

0 0 


The value of the gross produce has risen by 290 per cent., the 
cost of cultivation was 29 per cent, of the value of the produce in 1789 
and 26 per cent, in 1013. 

The rates of rent which Paterson found current and u})on which 
he based his assessment varied considerably in different parts of the 
parganna and there were special rates for lands bearing certain 
crops such as betel-leaf, but for the 12,323 drones found under 
cultivation in the khas, i.e., held direct under the estate the assessment 
was Rs. 1,68,026-1-0 so that the rate was about 13^ annas per kani 
or 2-13^ annas per acre. Paterson abolished 9 separate abwabs, 
which had been imposed by the zamindar within the preceding 
16 years and had added 25 per cent to the rates, but his more accurate 
measurement than that formerly the basis of the zamindars* assess¬ 
ments rather more than made up the difference in the total assessment 
on the tenants. The rates of rent now current in tke same area 
vary as much as they did then. On an average the rent now is 
about Rs. 4-8-0 per acre. The cultivators’ rent was therefore 
8^ per cent of the net profits of his cultivation in 1789 and is now 
o^y 4 per cent. The Permanent Settlement of Baradakhat was 
ultimately concluded at a rather lower revenue that which was 
based on Patterson’s assessment, but even so the estate came into the 
hands of Government share by share, there being no bidders in sales 
for arrears of revenue. The zamindaTi was broken up into parcels. 
Most of them were permanently settlfsi, while the proprietary right 
still vests in Government in the re^. >' This being so it is difficult to 
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cawy the comparison further to the proportion of the net profits of 
agriculture which were appropriated by the Government revenue in 
1769 and in 1913, but the percentage has diminished during the 
period appreciably faster than the percentage appropriated by the 
rent 

W. H. THOMPSON. 


** The KM oritieiflm of the oompariion that has been made will be that it would haye been 
more leidifietory if the ayeraffe of prieea oyer a period of some years on the earlier and the 
later date haye been need. But at the eariv date only the figures for the one year, and that 
a year of oontparatiteiy high prices, are available and it is for that reason that the prices of 
another year of high prioee, 1913, have been taken. A warning, moreover, is neoeasary to 
anyone who would apply we conclusions to a part of Bengal other than the corner eut of 
the Heghna,*' 
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The guild system has played an important part in the industrial 
life of India, from very ancient times. The laws of guilds discussed 
by Manu (c. 1st century A.D.), Yajnavalhya (c. 200 —300 A.D.), 
give us a glimpse of the laws of early Indian Corporations. The 
circumstances that led to the origin of Indian guilds cannot, 
however, be known definitely. Possibly they came into existence in 
the following manner. Village communities have existed in India 
from remote antiquity. In a typical Hindu village, communal 
affairs were managed exclusively by agriculturists. The artisans 
who lived in each village to minister to the wants of the agricultu¬ 
rists had no share in the village government. They were all 
“ strangers within the gate.” An artisan would therefore naturally 
migrate to a neighbouring town, where he would also get a larger 
number of customers and greater facilities for his work. In this 
way, the number of artisans increased in towns and they* formed 
associations of their own like the agricultural associations of the 
village.* 

The earliest apparent reference to guilds is in the Brahmanas, 
the theological piose treatises composed c. 800—600 B.C. The 
word “ shresthin ” occurs in certain passages of the Brahmanas} 
‘^It is possible,” remarks Professor Macdonell, “ that the word may 
already have the sense of ‘ the headman of a guild,’ the modem 

1 &iillwood->Indnftrial Arts of India, p. 137 See alao Bombay GauUur, Vol. IV, 

p 106. 

I The word ** zKruhiku ** oooura in A\ktrtya Brahmana HI, 30, but it means there 
a rich man and from the context if appears thatthe word cannot have any reference to ** the 
headman of a guild.’* The word also oeours In Kau$i$thh% Upanuhctd, IV, 20v Max Mdher 
uses the term m the sense of ’’ master.*’ See his translation of Kaut Up in Si. B. B. 6., 
Vol, L Upanishadi, Part I, p 307. 
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Seth.” But our evidences from the Vedas* and the Brahmanas are 
so meagre that we cannot definitely say whether guilds existed 
during the Vedic period. During the post-Vedic period, however, 
we come across distinct references to guilds. Thus they are 
mentioned in the Dharma Sutra^ and in the great Epics.® 

There are also frequent allusions to guilds in the early Buddhist 
literature. In the age of the Jatakas, the most important branches 
of handicraft were organised into guilds. Mrs. Rhys Davids 
writes:—“ The chief industries were organised into guilds 
(seniyo) under a president {pamuka) or alderman (jetthaka).^ 
Eighteen guilds’ are mentioned in the Jalakas, e.g,, the associations 
of “ carpenters, smiths, leather-workers, painters and the rest 
expert in various arts.” All these were therefore craft guilds. 
Prof. Rhys Davids is of opinion that these were similar to the guilds 
of mediffival Europe. But unlike the European guilds, these had 
powers of arbitration between their members and their wives ! In 
those days the presidents of guilds were sometimes men of consider¬ 
able influence.® 

An important development of guild organisation in this age 
was the appointment of a permanent official, the Treasurer, who 
settled disputes among different guilds. Thus, it is stated in the 
Nigrodha Jataka^ that a king of Benares offered the post of 


3 In R. V. I. 126 the woo^d shreni ” occurs, but is not used thence in the sense of s 
guild. 

4 In Oautama’t work composed not later t’ an r 600 B.C , the oldest Dharma Sutra 
that has been preserved, we have a vague reference to the laws of the artisan class. 
Thus he writes—** Cultivators, traders, herdsmen, money-lenders and artisans [ have aqthoHtv 
to lay down rules | for their respective classes ” Gautama S. B E. S. Vol. TI, XT, 21, p. 234. 
[ See also Hopkins—India Old and New, p 170 ] In Gautnnw XV, 18, p. we come 
across the phrase servant of a guild ** 

6 In the Bamanaya^ there is a distinct reference to guilds. The word “ Naigama» ** 
occurs in the 83rd chapter of the Ayodhya Kauda, sloka 11, {Bafigavaai Edition), and in 
slokas 1^—16 ^ere is mention of a long list! of artisans, c.^., jwelters, potters, weavers, 
armourers, etc., followed bv their chiefs 

Li Uie Mahabharata, the word * gana * frequently occurs, but the nature and characteristics 
of **gana** discussed in the Santi Parva (107th chapter, slokas 6--32) lead me to the 
conclusion that the word is used there in the sense of a political association and not of a trade 
guild. 

€ Mi^. Rhys Davids—^Notes on Early Economic Condition in Northern India. J.R.A.S. 
1901. 

7 Jatahast Vol. VI. p. 14. See also Rhys Davids-—Buddhist India, Chapter VI, p. 90. 

8 JatakoBj Vol. m, No. 387, p. 178. 

9 /otoAos, Vol. IV. No. 445, p. 27. 
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Treasurer with which “ went the judgeship of all the merebaat 
guilds ” to his friend PoUika. Apprentices are also mentioned bat 
not the rules of apprenticeship.^ 

Going next to the Arthashastra, which modem researches have 
definitely established to be a genuine product of the Maurya period 
(c. 300 B.C.), we find also numerous references to guilds of 
artisans. Guilds in Kautilya’s days must have been wealthy 
institutions, for they had their deposits which they received back in 
time of distress.^^ 

In the code of Manu, which in the present form dates from the 
beginning of the Christian era, the laws of the guild stand on a 
footing of equality with the laws of castes and of families." At 
this period, therefore, guilds were more organised than they were in 
the days of the Gautama Dharma Sutra when the laws of the artisan 
class lacked definiteness. This process of development began to 
continue, and in the Buddhist legend of Puma we find reference to 
a strong merchant guild controlling the trade of the city of Sopara 
in the Bombay Presidency during the 4th century A.D." 

In the Narada-smriti, which according to Jolly belongs to c. 
500 A.D., there is an interesting description of the rules of appren¬ 
ticeship. But this of course does not by itself prove that industry 
was then oiganised in associations. We learn from Narada that 
the master made an agreement with his apprentice as to the period 
of apprenticeship and the latter had to live in his master’s house, 
till the expiration of that period. If the apprentice fc^sook his 
master, hf might be “ compelled by forcible means to remain ” at the 

* «a Jaialm, Vol. I, No 47. p 120. 

41 Pp. 235 and 455 of Afthamttra, traulaled Shamataatry. 

Tho fourth cUm of Indiani described Megsethoneo in his eoeount ** dt the Sereii 
Geitte enoiig the XadUns probably included the members cd ** the great frade Guilds, 
many of whidi raeeiead land w other pririleget in return for the service rendemd to Hhe State.'*’ 
—49 m iUwlmsen’t Intercourse between India and the Western Wotid, p. 63. 

11 In Manu, Tiii, 40, we find that—• 

** f A king who knows the aacred law, must inquire into the laws of caatea, of dlstriets, 
of guilds and of familiea, and [ thus ] setUe the peculiar law of each.** 

U JBOaibM ffemeUter, Vol Km, Part H, pT^ir 

Sopara, the capital of the Konkan between 500 B.C. and 1300 A D. waa an important 
market town seen in the 1st cental^ A.D. See Periplus, p. 43 (SohoiTb 9ditiot0« 
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oaaBier’s house, and would deserve “ corporal punishment and con¬ 
finement.” But the master wa.s not to ill-treat the apprentice. He 
was “ to treat him like a son ” and teach him his own craft. He 
would receive food from his master but no salary. On the other 
hand, the profit of the work done by him belonged to his master. 
When the apprentice had “ learnt the art of his craft within the 
[ stipulated ] period,” he returned home, rewarding his master “ as 
plentifully as he could.” 

In the Brihas'pati-sm.riti, which belongs to a somewhat later 
period, there is an allusion to a board of advisers to companies of 
artisans and other associations. Whatever was done “ by those 
[ heads of an association ] whether harsh or kind towards other 
people ” was to '* be approved of by the king ! ” But if the heads of 
an association injured any member of the fellowship, the king was 
to restrain them.“ 

There are also numerous inscriptions giving us positive proofs 
of the existence of guilds during the early Hindu period. The 
* earliest inscription, known tome, in which craft guilds are distinctly 
mentioned, is the Nasik Cave Inscription of Ushavadata. It refers 
to an endowment by Vshamdata. son in-law of King Nahapana to 
the members of a Samgha. which was deposited with the weaver’s 
guilds of Govadliann on the condition that the interest only was to 
be enjoyed but the deposit was never to be repaid 'Nahapana 
may, according to Vincent Smith, be placed approximately between 
60 and 90 A.D.‘^ So, as early as the 1st century A.D., there was in 
the Bombay Presidency rich and highly developed craft guilds 
which received permanent deposits of money and paid interest on 

14 Narada, 8 B.E S , Vol XXXHI. V. 16—21. Up 133 134 j in the Introdacti<Mi, 7, 
p. 6, there is a diaiinci reference tfi giiilda See also Hopkina. 

15 JRrihaspafi, SEES, Vol XXXIII, 19. Pp 547-349 See also Hopkins. 

16 Nasik Cave IxiBcnpUoni^—Enigraphia Tndha, Vol VTII, Part HI, No. 12, plate v. 
According to Senai^, the rates ot interest which the weavers’ guilds of Oovadhana 
undertook to pay on permanent deposits were 12 pen* cent, and 9 per cent per annum. See also 
Bhandarkar’s Early History of the Dekkan in Bomhatf OatiMepr, Vol. I, p. 176. Some of the 
Junnar Buddhist Cave Inscriptions mention similar investments of money with guil^ of 
iMrasiem, bamboo-workers and some other guilds. 

17 Smith’s Early History of India (3rd Ed}, p. 209 But see also R D. Banoriee*g 

article in J.R.A.S, 1917, ^ ^ 
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tfh fiT n for generations. This fact proves that they were safe an^ 
well-established institutions in those days. 

Another Nasik Cave Inscription of the 2nd century A.D. tells 
us that a sum of money was permanently deposited with the guilds 
of potters and oilmillers and certain other guilds to provide from 
its interest medicines for the sick of a conununity of monks.** In 
another interesting inscription of a later period, we find how a 
number of silk-weavers migrating from Gujrat formed a flourishing 
guild in the city of Dasapvra (modem Mandesor, in Malwa). This 
guild built ill that city a temple of the Sun in A.D., 437-438. Later 
on, when the temple fell into disrepair, it was restored by the same 
guild.** 

Excavations at Basarh (North Bihar) have also led to the 
discovery of interesting clay seals “ referring to the corporation or 
guild (nigama) of bankers {ehresthin), traders (sarthavaha) and 
merchants {kanlika)."- These seals belong to the 4th and 5th 
centuries A.D. On one of them, there is a hemispherical object, 
probably a money chest, the symbol of a merchant guild and the 
following words, “ Sresthisarthabaha-kulika-nigama” i.e., the 
corporation of bankers, traders and merchants.** Such seals were 
probably used in connection with the business transactions of these 
corporations. 

Epigraphic evidences also show that as early as the Iftth century 
and possibly in much earlier times, there were in South India 
" professional guilds, who settled among themselves the business 
that concerned their particular conununity.” “ But no rules regu¬ 
lating the management of [such] assemblies have come to light.” ** 

. In the Sukraniti, which in its present form probably dates from 
the 10th or 11th century A.D., we find that" artisans were to decide 

18 Naaik Cave XnacrrpiionB-SpigrapMa Indiea, Vol. VIII, Part m, No, 15, plate vii. 

18 OorpoB Ihaoriptiontim Indioarum, Vol. m, No 18, plate xi See aleo Hopkini’ India 
Old and Nev, p. 176. 

80 . Arohnologioal Survey of India, Anniwl Reports, 1903-04 

[For thie I am indebM to Mr. R. D. Bannerjee.] 

11 Rao Sahib H. Kririmaahaitry’i Article on the Fiscal Adminietration under the Early 
Oolaa CH. G. Bhapdarkar Ctpumemoration Vol., pp 227—929.] 
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their disputes according to the usage of their guild, ... and the 
shrenis [corporations] were to try cases not tried by the Kulas 
[ families ], the Ganas [ communities ] were to try cases left by the 
shrenis and the officers were to try cases not decided by the Ganas.”^ 

Alberuni, writing about 1030 A.D., also speaks of eight guilds 
of fullers, shoe-makers, jugglers, basket and shield-makers, sailors, 
fishermen, hunters of wild animals and birds and lastly of weavers.*® 

The literary and epigraphic evidence to which I have referred 
above will therefore easily prove that there were trade guilds in 
different parts of India throughout the Hindu period, but the nature 
and organisation of these guilds are imperfectly known to us. It 
IS probable that their constitution was similar in many ways to that 
of a political and religious samgha In a peculiarly conservative 
country like India, where institutions change their character very 
slowly, it will not be also a bold theory to suggest that the organisa¬ 
tion of these guilds was much the same as that of their modern Hindu 
successors in places imperfectly touched by European influence. 

The history of Indian guilds during the Muhammadan period 
is difficult to trace as the materials at our disposal are scanty. But 
the Muhammadan conquest was so slow and gradual that its effect 
on the life and thought of the people was far less revolutionary than 
that of the British conquest and it may safely be laid down that 
most of the guilds of the Hindu period continued to flourish during 
the Muhammadan period Some of the Muhammadan Emperors 
were great patrons of handicrafts, and craft-guilds continued to 
flourish under their patronage The Muhammadans also introduced 
many new art industries into India, which still remain in the hands 
of the members of this creed Many of the Muslim artisans formed 
guilds of their own on the model of the Hindu guilds. 

The first literary evidence of the existence of Hindu guilds 
during the Muhammadan perioii is in the Vimda-Ratnakara, a 

' S2 Prof. Benoy Kumar Sarkai *8 tranalation of the ,SukranUi Ch IV , Sec V. pp 184 85 
See al«o S.B E S , Vol XXXIH, Bfiha^paH, I, 28, 29, 30. 

S3 AlberunVs India [Sachau's Translation] Vol. I, Ob. 0. 
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legal treatise written at the beginning of the 14th century. From 
the Ain-i-Akbari, our main source of information regarding the 
economic history of India during the 16th century, we learn 
that the Mughal Emperors maintained in their palaces skilled 
workmen from every part of the country.*^ In the following passage 
of Ain-i-Akbari, there is a distinct reference to guilds—“of every 
guild of artificers, he (the Kotwal or City Police Officer) should 
name one as guild-master and another as broker, by whose intelli¬ 
gence the business of sale and purchase shall be conducted. From 
these also he should require frequent reports.” “ This proves that 
there were guilds in the important towns in Akbar’s days. 

Traces of the guild system in Delhi during the l7th 
century may be gathered from the following description in Bernier’s 
Travels. “ Large halls are seen in many places, calleld Kar-khanas 
or workshops for the artisans. In one hall embroiderers are busily 
engaged, superintended by a master. In another you see the gold¬ 
smiths, in a third painters, in a fourth varnishers in lacquer work; 
in a fifth joiners, turners, tailors and shoe-makers; in a sixth 
manufacturers of silk brocade and . . . fine muslins .... 

The artisans repair every morning to their respective Kar-khanas, 
where they remain employed the whole day; and in the evening 
return to their homes. In this quiet and regular manner their time 
glides away, no one aspiring after any improvement in the condition 
of life wherein he happens to be born. The embroiderer brings up 
his son as an embroiderer, the son of a goldsmith becomes a 

goldsmith.No one marries but in his own trade or 

profession; and this custom is observed almost as rigidly by the 
Muhammadans as by the Hindus, to whom it is expressly enjoined by 
their law.”“ The latter part of this description shows how tJie 


M Ain. Bloohmann md .lanrot^s Edition, Vol T. Pp 87-88. See also Pp, 91*92 for 
Akbar's encmiraf(ement of the mHiiufucture of ihawla, and p. 107 for his patronage of the art 
of painting. 

16 ..tin. Vtd. n, p. 42. 

t6 Bernier’s Travels Uonatable and Smith, p. 258. 
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oontagi<xi of caste spread even among the Muslim guilds, which 
became exclusive bodies like the Hindu caste guilds. 

But frcttn Bernier’s Travels, it appears also that the vigorous 
existence of a real guild in Delhi in Aurangzib’s days was extremely 
difficult as the handicraftsmen were ill-treated by the nobles, who 
sometimes gave too low a price for their wares, and this was the 
reason why good handicraftsmen could rarely be found in Delhi in 
those days.” For an account of trade guilds during the Mughal 
period, we must go to other Indian towns most of which “ had their 
guilds of workmen, who lived together in the same ward (called 
mahalla in North India and pura in the South), which was often 
walled off from the rest of the town Ivach guild had its special 
religious processions, fe.stivals, dead saints, and mosques (with 
schools attacihed). The guild, by deducting a certain percentage of 
sales, raised money for communal purposes, such as trade dinners, 
relief of poor brethren and the building of mosques, besides doing 
the ordinary duties of a trades’ union, viz., (a) putting down unfair 
competition among the members, and (h) preventing deterioration of 
the standard of workmanship or materials.”” 

The history of Indian guilds during the Britisii period is mainly 
a history of their gradual decline. The chief causes of the decline 
are the rise of the modern class of merchants and manufacturers, 
improvements in communication and the rapid increase of machine- 
made imports into India. The spread of individualism and 
“ modern ideas of personal selfishness,” the gradual denationalisa¬ 
tion of the Indians and their distaste for Indian handicrafts are also 
responsible for the decay of Indian guilds. But though “ the old 
order changeth,” the nature and organisation of these guilds are 
worth studying. 

In mediaeval Europe, there were both merchant and craft guilds. 
In India also we find these two classes of'guilds. Mr. Lely writes 
that “ an association among the higher classes is termed in the 


27 Berniei, Pp. 254—256. 

28 StkvkM^Economiei of Bixtuh Indxa, 4th edition^ p 85. 
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vernacular, a mahajcm,” and among the lower classes, especially if 
it is oo-extensive with caste, a panchayat.^ But generally a merchant 
guild is apt to be called a mahajan and a craft guild, whether it is 
conterminous with a particular caste or not, a Panch or a Panohayat. 

One marked point of difference between Indian guilds and 
similar institutions in Europe is that in India the craft guild did not 
come into existence after a bitter stru^le with the merchant guild. 
In this respect the history of Indian guilds is similar to that of 
English guilds. Both classes of guilds have been found to exist in 
the same town in India, the merchant guild, on account of its 
superior position and influence, exercising some control over the 
craft guild.“ 

It appears also that craft guilds arose in India before the 
formation of merchant guilds. In the Jatakas, we find mention of 
the craft guilds only, but of no merchant guild except a passing 
reference in the Nigrodha Jataka mentioned before. Another pecu¬ 
liar characteristic of Indian guilds is that they are sometimes pure 
and simple caste guilds and thus form a lower type of organisation 
than European guilds. But guilds with men of different castes as 
members are also found in India.” Generally, however, specially 
in small towns, a particular caste is conterminous with a particular 
trade and caste organisations take the place of trade guilds. Thus 
in the town of Patan in Gujrat, there is at present no craft guild, 
in the strict sense of the term, but merely some caste organisations. 
These, however, have some of the characteristics of guilds. They put 
down unfair competition among different members of the same caste. 

^ Bombay Oatetietr, Vol. IV (Ahmedabad)—article oti Tr^de Guilds by Mr* F, p* 
Lely, 106. 

See also Hopkini’ India Old and Nfw, p. 181. 

80 In the SotrAay GazetUor, Vol. VU (Baroda), p 161, we find that the au^^ty 
of a Mahajan extendi over all trade gyildi.'^ There have be^ cases when a disaffioied 
memlW appealed aeainat his own firnild to Mahajan and its decision became law^ both to 
him and to his guild. 

In Broach, the Mahajan has been the ordinary referee in disputes among the Lesseof 
Arts.*' Bombay Oatettur, Vol. II, p, 441—443, 

81 Bombay OaoMkar, Vol IV, p. 107. 
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“ CArpenters and masons have strict prohibitions about the inter¬ 
ference with hereditary customers. A craftsman belonging to these 
castes cannot go for work to a customer who may belong to another 
member of his caste.” But a person is generally allowed to follow 
a craft different from that of his own caste,—he has to pay an 
admission fee only. With the exception of certain traditional rules, 
these castes organisations do not control their crafts through any 
industrial regulation. But all craftsmen observe certain common 
holidays, the non-observance of which is punishable.’* 

The organisation and function of the Indian guilds are in many 
respects similar to those of European guilds. Each guild has its 
own chief or president, but there is no uniformity with regard to the 
name of the president in different guilds. In the Bombay Presidency, 
the head of a craft guild is generally called a Patel, but in Khandesh, 
the president of the caste organisation, which takes the place of the 
craft guild, is called Chaudhvri Mahajan.^^ The leader of a 
mahajan in the Bombay Presidency is called a Seth, but there are 
generally two seths or aldermen in every' mahajan. The president 
of a guild in Madura in Southern India is known as Nattanmai.^ 
The powers and privileges of the president also vary in different 
guilds. In the Bombay Presidency, the post of the president is 
generally held by hereditary right and he exercises his authority 
with the assistance of an “ inner cabinet ” consisting of influential 
members of the guild. But the custom of hereditary succession is 
not generally followed. When the regular heir of a president “ is 
oonsidered unworthy,” the office is sometimes transferred to some 
other member of his family or of a different family. The post of the 
headman is in some cases elective. Thus, as a merchant of Benares 
writes to me, the headman of the guild of silk-embroidery workers 
there is elected. But “ he is not elected in the sense of the modem 
term. . . . Generally some senior niembers name one of them 

32 For an account of the guilds of Patan, I am indebted to Mr. Ramlal Chnnila] Modi. 

33 Bombay Gazetteer^ Vol. XII, p. 237. 

34 For an account of the guilds of Madura, I am indebted to Profs. A. J. Sanndera and 
Ramaswami Iyengar of the American College, Madura. 
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for the post only once and this post he holds for life. His heirs may 
be named for the post if they are ripe in years and experiraoe, but 
their election is not obligatory.” The president or Nattanmai of the 
Viswaharma guild of Madura is also “ elected from time to time or 
as often as the General Assembly desires.”" 

The authority of the president is also declining. This is due 
to the same cau.se.s which have reduced the influence of the guilds 
themselves. Where the guild is merely a caste guild, the president 
still wields considerable power, but he exercises his power more as 
the headman of a caste than as the leader of an industrial organis- 
aticm. In the Viswakarma guild of Madura, the president does not 
exercise considerable power. There the General Assembly “ elects 
a Committee whose voice on all matters is final. The president 
merely carries out the orders of the Committee.”" 

In the wealthiest guilds, there is a salaried clerk or gumasta. 
It is his business to call the meetings, to collect monies due, to keep 
the accounts, to be on the look-out for, and report to the aldermen, 
all irregularities such as the non-observance by any member of an 
appointed holiday and generally to execute any business that may 
be given on behalf of the Corporation.”" 

In Baroda, “ every mahajav has a kotwal, whose duty it is to 
collect the members of the mahajan, when they are wanted. He 
receives no regular pay but is entitled to certain privileges or 
gifts.” " Where there is no clerk or other officer, the president does 
the clerical work himself. 

The guilds do not at present try to restrict the number of 
nnembers-through a strict system of apprenticeship. Thought 
system of apprenticeship is still in vogue, “ it is not the practice to 
execute indentures of apprenticeship.” Generally trade descends 
from father to son and thus questions relating to apprenticeship do 
not arise. Even if a boy learns some other craft or calling, he has 

S6 R^porti oti the guUds of Madura kindly sent to me by Prohi. Saundem and 
lyenffar 

56 Somhap fTdtelfesr, Vol IV, p 108 

17 Bombay GaieBfttt Vo]. VII, p 180. 
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not to pay any piemium except occasional presents to his master. *• 
In such cases the apprentice in some places receives from his master 
food and lodging only. In other places he receives a small salary. 

There is also no fixed period of apprenticeship. The apprentice 
remains with his master so long as is necessary for learning the trade 
or craft, and naturally this period varies in different trades. Thus 
in the Saurasthra Sava of Madura apprentices in the weaving 
industry usually serve for two years, but in the Viswakarma guild 
of t^e same city, the apprentices remain with the master for nearly 
eight years. ” 

Every man belonging to a particular craft or trade is thus 
allowed to be a member, but men having different religions are 
seldom members of the same guild.^® The greater security given 
by law to individual action, and the fear of external opposition have 
now compelled many guilds to open their doors to all those who have 
served a period of apprenticeship and who agree to obey the rules 
and pay the customary contributions. 

Where the guild is a caste guild the question of membership 
becomes simply a question of caste and if the applicant can satisfy 
the guild on that point, he is allowed to be a member. When 
membership descends to a son from his father, no entrance 
fee is charged. But a new-comer, or a man whose father followed a 
different craft or calling, has in some cases to pay an entrance fee 
for becoming a member with all the rights and privileges of the 
guild. 

For enjoying the privileges of the guild, the members have to 
contribute money in various ways. So far as I know the members of 
no guild contribute any regular monthly subscription. The differ¬ 
ent ways in which the communal funds are raised in various guilds 

38 Bombay Gaieftfpr, Vol. IV, p. 109 

39 Bep^mrU of Profs. Saundor and ly^engar. . . * „ , ^ . 

40 In tlie Bombay Pi^aidency, a Muhammadan » not allowed to be the member of a 
Hindn ^uild. “ For invtanoe a Mn«alman carpwiter must conform to the rules of the oai^- 
tem’ guild, which has only Hindu members; but he has neither voice nor seat in the guild.” 
BwtJlm QataUtar. Vol. p. 160. But the Bo-callcd guild of, the goldamilhs of the Punjab 
(now extinct) had both Hindu and Muhammadan member*.-—Report on Industrial Education,, 
Part I, Appendix VI (1008). 
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may thus be summed up. “ Except oooasiofial fines, the pooiw 
guilds have few sources of revenue. The wealthier bodies . . . . > 
draw considerable incomes; (1) from a small tax m tl» import 
and export of the principal articles of trade ; (2) from death-bed 
donations or donations by heirs ; (3) from fines and entrance fees ; 
(4) from the auction sale of the right to open the shop ... on 
holidays ; (5) from land and sometimes from house properly."** 
Bdt income from fines does not now constitute an important portion 
of the guild fimd. The fines received by the Saurasthra Sava of 
Madura in 1917 amounted to Rs. 7 only, but the total income 
of the guild in the same year was Rs. 1,14,865. The artisans’ guilds 
of Madura derive their income mainly from marriage and funeral 
ceremonies. The guild of Benares raises its funds by means of 
yearly subscription lists called chittas. 

Mr. Lely in his account of Ahmedabad guilds, writes that 
“the artisan associations have as a rule no fund for current 
expenses, nor do they. contribute to any charitable or religious 
objects.”** But this remark does not apply to all artisans’ guilds, 
though it must be admitted that these associations having few 
sources of revenue spend the greater part of their small income on 
guild feasts. The funds of the wealthier guilds are spent in 
carrying out theii< multifarious functions. “ In India every¬ 
thing is so mixed up with religion or caste that it is not easy to 
draw a line between the secular and sacred functions ” of a guild. 
In the good old days, the Indian guilds exercised their trade 
functions as rigorously as the guilds of medireval Europe. They 
controlled iUdustry and unfair cx>mpetition among members by 
fixing trade holidays and by regulating prices, wages, hours of 
labour, and the amount of work to lie done by each member. 

Few guilds, however, now exercise any trade fimction other 
Uian fixing trade holidays. In large towns with mills Ind 
factories, which are connected with other parts of the county ty 

41 Bombay (Bnetteer, Vol p. 111. . . . .. 

44 Bombay OateUeor, Vol, p. 112. 
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TOilways, it is difficult for local guilds to fix prices and imgos. 
But if the pressure of outside competition is not keen, or is not 
possible, guilds, especially artisans’ guilds, still exercise thdr 
former tyade functions to some extent. They sometimes fix mini¬ 
mum wages, and act as a trade union of labourers. The most 
useful trade functions of the guilds at the present time is the 
arbitration of trade disputes among their members. But the 
remark of the Benares merchant to whom I have referred above 
that “this practice is gradually on the wane and everyone is 
becoming fond of resorting to law courts” may be fairly 
generalised. 

The guilds now devote their attention mainly to their social 
and religious functions. The guilds in Western India which exist 
chiefly among the Vaishnavas and the Jainas spend their funds 
mainly on the maintenance of animal homes and in other charities, 
and “ in part also on the temples of the Vallavacharyya sect of 
Vaishnavas ” and on dinners to the members. The Saurasthra 
Sava of Madura, which is a modernised form of guild has a wider 
field of activity. It has settled numerous caste questions and 
repaired the local temple. It maintains a school. In short, it 
“ protects all the interests of the Saurasthras, such as religious, 
social, political or trade.”” 

But the power of the Indian guilds is fast declining, a few 
guilds, recently formed, being the solitary exceptions. Some people 
think that this is a matter for congratulation. Mr. Lely condemns 
the ^ild system for restricting the scope of individual enterprise. 

The clever and the stupid, the hard-worker and the idler,” he 
remarks, “ have been kept up at the same level by an indolent and 
bigoted communism. ... all efforts at improvements, have been 
suppressed and the accumulation of individual wealth impeded.”” 
But, so far as I know, the guilds do not discourage the introduction 


Report! by Profs. Saunders and Iyengar 
44 Bomhay Vol IV^ p. 11. 
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of new processes of work or invention, if it does not caiise unemploy¬ 
ment among the members. It is true that many abuses crept into 
the guild system in its later ste^. But the guilds were originally 
useful organisations, which protected the interests, not only of their 
own members but also of the general public. Moreover, th^ have 
maintained even up to this day the traditional excellence of the old 
handicrafts of India. 


But as has been already mentioned, the guild system is incom¬ 
patible with modem industrialism. Thus, with the advent of the 
modern period in Japan after the Revolution of 1867, the guild 
system was finally swept away.^® Marco Polo noted the existence of 
guilds in China in his celebrated Travels,®® and “ China is [ still ] 
the land of guilds, societies and trade unions.”®^ But there are 
unmistakable signs that with the growth of industrialism in China, 
they will soon cease to exist. In India also they are bound to dis¬ 
appear in the near future. Gujrat and Madura®® in Southern 
India are still the centres of guild activity, but even there the guilds 
have lost much of their old strength. 


The United Provinces have been a home of many flourishing 
crafts, but traces of guilds that were formed there in the past, are 
now almost entirely lost. There is a loose industrial organisation 
called panchayat among the silk-embroiderers of Benares.®* In the 
5th volume of the N.-W. P. Gazetteer, we come across trade 
panchayats among the low class Hindus of the Budaun district of 
the United Provinces. Such a panchayat “ tries and punishes 
breaches of customs and trade offences and consists of all the cmven- 
able members of the caste or trade fraternity to which the culprit 
belongs. The penalty is usually a fine.”*® A panchayat of sugar 
refiners is held annually at Haldaur, in the Bijnor district of the 


: Sooiil and Soonomio Deyelopmsnt in Jftptn. 

46 Yute’i Marco Polo (1903), Vol. H,, p. 186 ^ 

47 China a« it really is, pp. 148—160. 

7 5?®? ^ Induitrial Sduoation, Part n, p. 168 (1003). 

_ D'strict^t^er/- doee not even mention this guild. 

prtMt mdite, I am indebted to a metehani of Benarea 
» N.-W. P. OauUur, Vol, V, p. 60. 
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United Provinoes, “ which settles the price to be paid to the cultiva¬ 
tors for raw sugar and the rate so fixed is accepted as a standard 
over the whole district.”®^ These panchayats cannot be called 
“ guilds ” in the strict sense of the term, but they are the only traces 
of the guild system surviving in the United Provinces. 

In the Pimjab, the guild system was never very strong. As 
late as 1902, there were, however, four important guilds of silk- 
weavers, metal-workers, utensil-sellers and iron-mongers in 
Lahore.®® At that time the silk-weavers’ guild fixed trade holidays, 
and regulated the rate of wages “ which the weavers would take from 
the merchants, who used to supply them with thread and after finish 
purchased silk cloths from them. But at present . . . they have 
hardly any organisation.” They, however, still try to maintain the 
good quality of their wares. “If any one mixes cotton with silk, he 
is socially censured.” But “ they no longer regulate wages,” or 
follow any rule of apprenticeship. The utensil-sellers, too, have 
now no guild. They have, of course, a panchayat, but its function is 
“mainly confined to the settlement of social disputes.” Guilds 
have therefore practically disappeared from the Punjab.** 

In Bengal, too, there is at present no trace of the guild system. 
It appears to me that Bengal has never been a guild-ridden province, 
and that for the following reasons. In Bengal, agriculture has not 
been carried on on a communal basis. Here land has been subject to 
alluvium and diluvium. There have been camps, no doubt, but no 
city, except the capital and one or two important places of pilgrim¬ 
age. But “ handicraft,” as Bucher aptly observes, ‘‘ is a pheno¬ 
menon peculiar to the town.”®^ Weaving has been the special 
industry of Bengal, but it has always been a domestic industry and 
has never been organised on a communal basis. The Dayahhaga law 
of inheritance, prevalent in Bengal, also points to the individualis¬ 
tic temperament of its people.—J. C. Sinha. 

51 tmftriaX QateUwrt Vol. Xm, p. 10 

52 Report on Indnetriia Education (1903) Part I, Appendix VI. 

55 For thie account of the Punjab guilds, I must iiiank my friend Prof. B. M. Ghoiv% 
dhuri, of the D. A. V. College, Lahore. 

54 Bnohaiv-lndnetrial Evolution, p. 171. 


THE ABUSE OF RURAL CREDIT AND THE 
PUNJAB REMEDY. 

’ Inability to plan for the future,” says Professor Carver, “ is a 
characteristic of all undeveloped people. ... In turbulent times, 
disturbed by frequent wars, invasions, plundering expeditions or 
general lawlessness; it is notorious that industry is backward and 
accumulations art meagre. Men are not only uncertain as to the 
reward of forethought, but they are frequently afraid to increase 
their accumulations lest they attract the notice of plunderers. . . . 
Uncertainty results also from bad Goveinment. Under a whimsical 
and despotic Government the citizen never knows what the tax 
gatherer may demand of him. In other words, he never knows when 
he may be plundered in the name of the law and under the form of 
taxation.” In the circumstances described thrift cannot flourish, 
security for loans is difficult to find, and the growth of capital is 
retarded. The requisite bases for credit are wanting and rural 
indebtedness is conspicuously absent. The quotation aptly 
describes conditions in the Punjab prior to 1849, and much 
time, ink and paper would have been saved had the critics 
of Government studied these conditions before launching t-bniy 
attacks upon the land revenue policy as the cause of all agrarian 
troubles. Indebtedness has undoubtedly increased under British 
rule and this increase is in part due to the Acts of the 
British administration, but it does not follow that MamA ©an 
justly be imputed. The introduction and maintenance of law and 
order, the levy of an equitable system of taxation, the recognition of 
private rights in property and the security accorded to ev«ry q iw i»> 
the pursuit of his'legitimate avocations sOTved to estafalxdi the 
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cMeatialt of credit and credit, as we all know, is double-edged; it 
may build up and it may destroy. 

For several generations, the Punjab was the scene of successive 
mvaeions leaving in their train fleeting empires and short lived 
principalities. The rise of the Sikh power and its consolidation under 
Maharajah Ranjit Singli did little to improve economic conditions. 
The civil administration of this time has been described by Sir Lepel 
Griffin as “thesunple process of squeezing out of the unhappy 
peasant every rupee that he could be made to disgorge; the limit of 
expression being only marked by the fear of his revolt or the abandon- 
JOBSSt of his land through discouragement and despair The Sikh 
farmer of revenue did not wish to kill the goose that laid the golden 
e^s but he plucked its feathers as closely as he dared.” The State 
frequently took as much as one half the gross produce besides a multi¬ 
tude of cesses and any accumulation of arrears was apt to be met 
by the despatch of a regiment to collect it. In the Punjab, land was, 
and still is, held by village communities paying jointly the demand 
oi the State. There was ample land but there were not always 
enough cultivators to join in meeting the common burden. The State, 
or the revenue farmer beneath it, took all there was to be taken and 
the cultivator was left with no surplus. Thus there was no room for 
an idle landlord between the cultivator and the State; such a landlord 
would not have been able to exact more than the State already did 
and so would have been unable to secure any owner’s profits. In these 
droumstanoes land had little value; transfers were practically 
unknown. There was nothing to be gained from buying land, 
nothing to be gained from ..aking it in jiayment of debt, ft yielded 
more responsibilities than profits and offered no security for credit. 

Between the death of Ranjit Singh in 1839 and the annexation 
of the province ten years later, the civil administration practically 
disappeared amidst the internal dissensions and rebellions that ended 
with the second Sikh war. A period of great administrative 
■»aotivity then ensued but progress was interrupted by the mutiny of 
and in the next decade the province passed through a cycle' 
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of bad seasons commencmg with the famine of 1860-61 {md ending 

with that of 1869. The officers for the new province were l^gely 

drawn from Agra and Oudh and brought with them ideas of a 

revenue demand which were soon found to be ill adapted to a traot 

with a rainfall far more precarious than that of the country from 

which they originated. The summary settlements almost everywhere 

reduced the demand of the Sikhs W it would seem that cash 

payment and rigidity of collection largely set off the advantage to 

the cultivator. Subsequent settlements further reduced the demand 

and allowed to the owner a profit as such over and above the costs of 

cultivation. Previously the proprietary body was the body 

responsible for the revenue. If they could persuade others to share 

in this responsibility, the advantage gained was a wider distribution 

of the burden; the tenants helped to pay the revenue, they did not 

pay any rent to the owners in addition. The immediate effects of 

annexation were the maintenance of law and order, security of 

tenure, a moderate fixed demand, and the encouragement of trade. 

The province advanced rapidly in prosperity and the agriculturist 

class found themselves in possession of a valuable property such as 

they had never known before. The land now yielded a profit in 

excess of the cultivator’s immediate requirements and this margin 

of produce could obviously torm the basis of credit. It was possible 

to find a tenant who would pay a rent higher than the Government 

revenue. A difference between rent and revenue began to appear 

and owner’s profits emerged. The land revenue being fixed for a 

period of years, expansion of cultivation was encouraged so that, 

for instance in the five'years between 1868-69 and 1873-74, the 

cultivated area increased from 202 lakhs of acres to 226 lakhs and 
<« 

the average revenue on this declined from Bs. 1-1-3 to 15 as. 7 pies. 
At the same time as the cultivator was beginning to save a profit 
out of which he could repay a debt the newly established 
regular courts not only aided the lender in recovering his 
dues but introduced the novel principle that, whether the 
land was specifically pledged as security ac not, it could be aeiiMd- 
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111 satisfaction of a decree. Prior to annexation the system of joint- 
ownership was a powerful factor preventing transfer to outsiders 
and the alienation of ancesiral property was so opposed to the 
feelings of the people that it may safely be said that such alienations, 
though not unknown, were outside the ordinary current of life. The 
forced sale of hereditary land for debt was, it would seem, not 
recognised under native rule. The whole spirit of Hindu law is 
opposed to the control of the individual over ancestral property and 
the Punjab Mahomedans generally follow a tribal law derived from 
their Hindu ancestors. Thus the advent of British rule was followed 
by the introduction of two novel features. The land became a 
valuable property yielding a surplus of profit instead of a burden 
entailing the satisfaction of the State demand; and it furtJier became 
an ultimate security for loans. Enquiry in 1873-74 showed that the 
sale of land in execution of decrees of courts was almost unknown in 
the Punjab and it has never attained very serious proportions. 
Throughout, the money-lender has conspired, not for the land, but 
for the produce. He was intelligent enough to realise that the 
commercial value of the land was derived from what it yielded and 
as soon as peace and security brought good markets within easy 
reach he set himself to get possession of the grain at the lowest 
possible price. The simplest method was to get control over the 
cultivator and shortly after the mutiny the village usurers began 
to use their superior intelligence and every advantage which the new 
laws and new com ts placed at their disposal to entangle the Punjab 
peasants in a mesh from which they would be unable to escape. It 
is customary to blame the cultivator for improvidence but it is not 
explained why this characteristic developed after 1849 and has been 
practically confined to owners, especially to owners of the best lands. 
The charge of extravagance or marriage expenses was reduced to 
relatively unimportant limits by the Deccan Ryots’ Commission, and 
Mr. Thorbum, Mr. Keatinge, and Mr. Dalta have corroborated their 
finding. The active factor in peasant indebtedness has been the 
desire of the village usurer to get hold of the produce. Prior to 
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1849 there was little or no surplus produce to get hold of; but the 
British administrators reduced the revenue from the whole of the 
surplus to considerably less than half and so left the cultivators with 
a margin which he could dispose of. The existence of this margin 
gave his land a saleable value. The law not only recognised his 
(unknown and hitherto useless) right to sell but held his land as 
ultimate security for his debts. Prior to 1849, a mortgage could 
have been of little value; such a charge requires a settled tenure. 
With the advent of British rule the Bengal form of mortgage 
appeared and by 1874 there were 13 lakhs acres encumbered, of 
wMch 10 lakhs had come under mortgage within the previous six 
years, so that there could have been a very small area so encumbered 
on annexation. [It must be remembered that the Cis-Sutlej 
territory was already British before the annexation of the Trans- 
Sutlej Punjab in 1849, and the Delhi territory was transferred to 
the Punjab from the United Provinces after the mutiny.] 

Enquiry in 1871 showed that in one district 665 per cent, of the 
mortgages were made to money-lenders, but only 37 per cent, of the 
sales. As the area sold was generally less than half of that 
mortgaged, it seems clear that the money-lenders were anxious to 
secure the produce of the land without assuming the responsibilities 
of ownership. As was pointed out in 1882 as purchaser of the land 
he got only the land but as mortgagee he got the land and a hard 
working submissive ovmer-tenant as well. Further it is repeatedly 
a matter of comment that the mor^ages were mostly taking place in 
districts known to be prosperous and that the lands so encumbered 
were the most fertile while the sales were in the precarious districts. 
The writers of the early reports found consolation in the comment 
&at the agriculturists only sold their cheaper lands and were able 
to retain a lien on the better fields; but it was ^Rcially admitted that 
“ once in possession the mortgagee adds loan to loan and interest to 
interest until the mortgagor, or his descendant, becomes involved 
tieyond the power of extrication by ordinary means and the creditor 
becomes de facto, iii not in name, pn^rietw of the estate.'* The 
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fact was that the Punjab peasant was being confronted with a new 
foriU of credit and like his fellow in other countries be was in danger 
of being ruined by it. Official enquiries showed that 94 per cent, of 
the money raised was for unproductive expenditure; “ the people,” 
the Report of 1871 says, “ do not as yet understand the advantage 
of constructing reproductive works with borrowed money. They 
mortgage their land in most cases merely to raise money for imme¬ 
diate necessities or to stave off importunate demands,” and in the 
Report of 1874 we lead, “ the facility of raising loans on mortgage is 
increasing.” At this time it was considered that legislative 
interference to prevent reckless alienations would be opposed to 
economic principles, but no authority was given for the suggestion 
that economists viewed with unconcern the expropriation of peasant 
proprietors in favour of capitalist landlords cultivating through 
tenants. Credit is notoriously double-edged and the story of the 
Punjab fully corroborates Professor Gide’s comments (Political 
Eoonmny, p. 394). “ It has often been said that credit holds up the 
landowner as the rope holds up the hanged man. ... It is only to 
usurers that the loan on mortgage is a profitable business. In 

those countries where it is practised on an ignorant and inprovident 
population .... in Algeria, the countries of the Danube, and in 
Russia ... it does incalculable harm”; and we may agree 
with him that if a calculation could be made of the number 
of landowners ruined as compared with the number enriched 
by it, its abolition would be called for ; and further (p. 397) 
that ” the more easy mortgage credit is made the more 
dangerous will it become and the more surely will ^e small 
landowner be delivered into the hands of the usurer. Unfor¬ 
tunately the Punjab cultivators had not then fully realised the 

truth of the warning of Schulze-Delitzsch to have nothing to do 
with the man who could offer the deadly gift of easy credit. Mr. 
Keatinge tells practically the same tale of the Deccan cultivator 
• (Rural Economy in the Bombay Deccan, p. 84): ” the cultivator 
fell a victipi to the insi dious ease with which he could raise money on 
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the security of his land and failed to foresee the inevitable day of 
settlement. ’ ’ Similarly Mr Datta in his Report on the rise of prices 
(p. 160) says “ with increased wealth in the country there are now 
more persons with money to lend than before and they compete 
with one another in o£Eering loans to the cultivators at lower rates 
of interest. . . . Land has considerably risen in value .... 
and now forms ample security for a much larger loan .... 
and this increased credit the ryot is far too prone to utilise 
for foolish and improvident purposes. The temptation is too 
strong for him to resist borrowing, the dangers of which 
are unrealised. . . . This applies specially to the case of 
cultivators with small holdings.” The Deccan Ryots’Commission 
in 1875 reported that the much talked of improvidence of 
the ryots “consists rather in the short-sighted imprudence of an 
ignorant class ready to relieve present necessity by discounting future 
income on any terms and unable to realise the consequences of 
obligations foolishly contracted, than in an extravagant expenditure 
or misapplication of income. . . . The facilties for the 
recovery of debt offered by our Civil Courts had called into 
existence an inferior class of money-lenders dealing at exorbitant 
rates of interest with the lower strata of the agricultural poor ”; . . . 
“ another cause of the increase of indebtedness is the facility with 
which the money lending class can command the assistance of the 
law in the recovery of debt, and consequent upon that facility, an 
expansion of the ryots credit, inducing numbers of small capitalists 
to compete for investments in loans.” “ The Famine Commission 
Report of }880 mentions that the classes which have the best security 
to (^er are the most eligible customers of the money lenders,” and 
farther that “ a rigid, elaborate legal system has too often proved... 
ua additional cause of ruin to the impoverished agriculturist. ’ ’ The 
Famine Conunisslon of 1901 similarly reported of Bombay that “ the 
unrestricted right of the cultivators to transfer their holdings was 
an accentuating cause of indebtedness and further that it invari¬ 
ably happens that when an ignorant and improvident peasantry can 
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dispose, without restriction, of valuable rights in land, the cultivators 
sink deeper into debt and their property begins to pass out of their 
hands.” The initial cause of indebtedness was thus the action of 
the British Government on annexation in conferring clear titles to 
lend and in so reducing the revenue demand as to leave a consider¬ 
able margin of profit to the cultivators. As Mr. Thorburn says 
(Report on Peasant Indebtedness, 1896, p. 74), “ the agriculturists 
naturally made use of their expanding credit.’’ The rise in the value 
of land and of agricultural produce attracted the attention of the 
regular money-lenders, and the high remuneration frc«n their busi¬ 
ness led to the petty shopkeepers following suit with money borrowed 
from the big Sahukars. Whatever the needs of the people might be 
there was no lack of lenders to accommodate them. 'J'he growing 
wealth of the province only increased the amount of available capital 
and in the absence of industrial enterprise the land was almost the 
only safe investment. The word investment is used advisedly. It 
seems abundantly clear that more money lending alone would not 
have accounted for the heavy sum of indebtedness. The fact was 
that the lenders did not want their money back so much as they desir¬ 
ed to retain a permanent lien on the produce. It was the crop and 
not the principal sum which they wished to see paid into their coffers. 
The usurer invested his money in the hope of a recurring annual 
return and seldom pressed for redemption of the mortgage. 

As to the reasons which induced the cultivator to borrow, the 
demand for land revenue by a fixed date would seem to have been one 
and the need to replace cattle lost by disease was probably another. 
Mr. Thorburn found that 12 per cent, of the debt was borrowed to 
pay land revenue, and 11 per cent, to purchase cattle. In the last 
report (» Co-operative Societies in the Punjab, it is shown that 12'5 
per cent, of the money advanced is for the former objwt and 17-5 
♦or the latter. The close approximation of the results of two 
enquiries made 21 years apart is certainly striking. 

These two causes were mentioned and discussed at a very early 
^tage in thf revenue history of the Punjab. The administration 
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always boasted of the ease with which the land revenue haa been ool- 
Jected. In the Report for 1870-71 the Financial Commissions 
protested against the suggestion that transfers of land were due to 
the revenue demand; he asserted that while in “ other parts of India ” 
land was sold for government revenue, “ we have never taken such 
harsh measures in the Punjab.” In 1871-72, however, the 
Lieutenant-Glovernor was disposed to believe that ” in some districts 
of the Punjab the rigidity of the Government demand may force the 
people into debt but in 1875-76 the view taken was that “ the 
revenue system was sufficiently elastic to afford relief to the people 
where it may be necessary.” From 1882 onwards successive steps 
have been taken to render the system more elastic and more adaptable 
to the variations in the harvests. The Government of the Punjab 
has never evaded the difficulties of this problem. It has clearly 
stated that ” the rigid enforcement of the revenue demand, 
irrespective of calamities of seasons, is no part of its revenue 
system’ ’; but it seems to have borrowed from Agra and Oudh, whence 
many of its officers were obtained, a rather narrower conception of 
elasticity than was suitable to the new province, and many years 
elapsed before Collectors were given power to suspend the revenue 
of their own motion. Even now, as the figures from Co-operative 
Societies show, there is a great deal of borrowing to pay the revenue. 
The heaviness of the demand couM hardly be a cause for such 
borrowing, as the province has always been lightly assessed. In 
1868-69 the average assessment per cultivated acre was Rs. 1-1-3; ten 
years later it was only 15 annas 3 pies, 1888-89 it was 15 annas 7 pies, 
and in 1^98-99 it was Rs. 1-2-10, and at present it is Bs. 1-8-6. 
Buring these 50 years the irrigated area has increased 144 per cent., 
while the unirrigated area has remained practically statiooery. 
The revenue averaged about Rs. 1-4-0 per head of populaticm in 
1868-69, to-day it is Rs. 2-4-0. 

The second cause of indebtedness mentioned is loss of cattle. 
This is sometintes very heavy indeed- In 1877-78, for ins^oe, ther? 
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was truly terrible mortality. Some districts lost half, some two- 
thirds of their stock. “ The loss of cattle during the year,” says tJie 
Report, “ was most disastrous and has made a serious impression on 
the wealth and comfort of the people. ’ ’ The loss in one district alone 
would seSn to have been nearly one crore of rupees, which was 
probably more than one-third the sale-value of the whole cultivated 
land in the district. Obviously such a calamity must have led to 
extensive borrowing and once in the clutches of the usurer, the 
peasant seldom gets free. As it was (rfTicially admitted that “ the 
loss of agricultural capital annually caused by prevent ible deaths of 
cattle is enormous,” this may safely be accepted as one of the main 
reasons for borrowing. 

The indebtedness of the Punjab peasantry may thus be ascribed 
(1) to the sudden enhancement of credit due to new conditions 
introduced by the British Government, (2) to the abuse of this credit 
by clever usurers who encouraged borrowing in order to secure 
control of the produce, (3) to Famines of 1861,1869, etc., and heavy 
mortality amongst cattle which drove the cultivators to borrow and 
so involved them in the money-lender’s clutches, (4) to the rigidity of 
land revenue collection accentuated by the tactics of the usurer who 
seized the whole produce and so compelled the cultivator to borrow 
afresh for the State demand and (5) to a system of civil law which 
was unsuitable inasmuch as it favoured the clever money-lender 
against the ignorant peasant. 

As to the extent of the evil, it is difficult to give accurate figures. 
Frmn 1866 to 1874 sales averaged about 88,000 acres a year. In the 
following quinquennial periods, the acres sold averaged 93,000, 
160,000, 310,000 and 338,000 acres a year. Mortgages amounted 
to 143,000 acres a year in the first period, and to 212,000, 296,000, 
590,000 and 664,000 acres a year m the succeeding quinquennial 
periods. These figures give an exaggerated view inasmuch as they 
refer to the total area. The cultivated area may be roughly 
calculated at half the above. On the other hand, they minimise the 
evil, itymmunh as they cnnit the following ooDsideration. In 1866 the 
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sale-value was about Bs. 10 per cultivated acre ; in 1893 it was 
Rs. 99 ; and the consideration for a mortgage rose from about Rs. 10 
to Bs. 46 in the same period. Thus between 1870 and 1893 the sale 
money rose from, roughly, nine lakhs to (me crore while the considera¬ 
tion for mortgages similarly rose from nineteen lalfha to 166 lakhs. 
In 1900-01 436,000 of acres (285,000 cultivated) were sold for 182 
lakhs of rupees, and 523,000 acres (376,000 cultivated) were 
mortgaged for nearly 231 lakhs of rupees. 

On the 8th June 1901 the Punjab Alienati<m of Land Act came 
into force. It was the result of many years’ most (ireful enquiry 
and was passed into law amidst gloomy forebodings. The Lieutenant- 
Governor, Sir Mackworth Young, marshalled the opinions of many 
eminent revenue oflicers of the past in support of his own view. He 
complained that the Act was not due to the initiative of the Punjab 
Government and indeed went beyond its utmost recommendaticms 
and explained that he was refraining from opposition only because 
“ the best experience available ” of his own officers was in favour of 
the measure. All sorts of evil seemed to be impending. The value 
of land would be depreciated, the provisions of the Act would be 
disregarded or evaded,. the money-lender’s trade would become 
impossible and the borrower would be pinched. In point of fact 
all these gloomy prognostications proved groundless. The Act was 
quietly received, apathy was more observable than excitement, no 
special difficulties were encountered and the new law was soon 
absorbed into the routine life of the province. Its main provisions 
are very simple, sale of agricultural land in execution of a decree is 
forbidden. Sales of their land by members of agricultural tribes to 
ethers who are not members of these tribes is similarly forbidden. 
The Bengal form of mortgage with a conditional sale clause is 
rendered ill^al and even in the case of old mortgages the conditional 
sale clause becomes inoperative. All mortgages of land by agricul¬ 
turists are illegal unless such as provide for automatic r^emption 
within a period not exceeding twenty years. To obviate evasion, 
land may not be leased for a period longer titan five years. 
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The »ct caused no undue contraction of credit The average 
price of land was Es. 78 per cultivated acre for the five years prior 
to the passing of the Act, it fell to Es. 75 for the next five years but 
rose to Es. 98 in 1906-07 and has since steadily continued to rise until 
it is now well over Es. 200, confining attention to cultivated acres 
only. The average area sold in the five years preceding the Act was 
162,000; for the next five years (1901-02 to 1606-06) it dropped to 
135,000; in the next period (1906-07 to 1910-11) it fell further to 
121,000. Since then it has risen and for the period 1911-12 to 1915-16 
the average area sold was 140,000 acres. This increase is due to large 
sales of land by Government in the canal colonies and does not indi¬ 
cate that there is any tendency for agriculturists to part more freely 
with their land. The following figures show that these tribes are now 
actually regaining land :— 

AVERAGE AREA SOLD IN ACRES. 




By j^rioi^tural 

To ^rioultiiml 
Tribes. 

Oftin 
or Lots. 

1902-03 

to 1905-06 

150,000 

149,000 

-1,000 

1906-07 

„ 1910-11 

170,000 

178,000 

+8,000 

1911-12 

„ 1915-16 

188,000 

217,000 

+39,000 

1916-17 


183,000 

203,000 

+20,000 


[The figures relate to the Province as at present constituted. 
The figures given in the text for the five years prior to the passing of 
the Act also relate to the area now included in the Punjab.] 


The figures for mortgages are also very striking. The average 
area of cultivated land mortgaged annually during the five years 
preceding the Act (1896-07 to 1900-01) in the area now included in 
the Punjab was 339,000 acres. The annual average for the three 
succeeding quinquennial periods was 180,000, 211,000 and 226,000 
acres respectively. But these figures are misleading and the result 
of the Act is more accurately shown in the following table (the 
figures of which include both cultivated and uncultivated area):— 




Areft 

Mortgaged 
by A^oaltural ^ 

Area 

Redeemed 
by Agricultural 
Tribes. 

Area 

Mortgaged 
" to Agnoultiiral 
Tribes. 

1902-03 

to 1905-06 

19o",OOb 

178,000 

162,000 

1906-07 

1910-11 

240,000 

266,000 

219,000 

1911-12 

„ 1916-16 

264,000 

270,000 

238,000 

1916-lT 


246,000 

199,000 

220,000 
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The figures show clearly that agricultural tribes are gaining 
by redemption and mortgage for more than they are losing by 
mortgage. The average mortgage money per acre has increased from 
Rs. 61 per cultivated acre in 1900-01 to Rs. 106 in 1916-17. The 
actual total cultivated area under usufructuary mortgage is slowly 
declining from 3,287,000 acres in 1901-02 to 3,200,000 in 1916-17 ; 
the area owned by agricultural tribes and mortgaged must have 
decreased still more. The percentage of the mortgaged cultivated 
area to total cultivated area has declined from 12*3 to 11*5 in the 
period named. The district figures show improvement in the most 
encumbered tracts and retrogression in some of those previously 
more free. Thus:— 


Peroentage of total cultivated area mortgaged. 


District. 

1900-01 

1916-17. 

Gurdaspur ... 

... 255 

209 

Sialkot 

... 251 

235 

Mooltan 

... 17*7 

101 

Amritsar . . 

... 17*0 

163 

Gujrat 

... 161 

124 

Kongre 

... 162 

129 

Rohtak ... , 

... 10 

12*3 

Gujranwala 

... 10 

71 

Jhelum 

... 9 

7*7 

Karnal 

... 7 

8*4 

Hissar 

... 56 

8 

Jhang 

... 42 

104 


The explanation of this curious variation appears to be that in 
the early da}rs of British rule, as already mentioned, the money¬ 
lender was most active in the more prosperous districts ; prosperity 
was the source of temptation. With the passing of the Land Aliena¬ 
tion Act this same prosperity has enabled the agricultural tribes to* 
retrieve their former position. In the poorer tracts the land was of 
little value, crops were precarious and hence the money-lender was 
less active until the all round rise of prices gave him security. 
Bohtak, Hissar and Kamal belonged to the old Delhi division where 
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Um oonditionsl s&lo mortg&ge was most coeuuou and tho riss loayi bd 
duo to the conversion of these into usufractuary mortgages l en de r 
the Act. 

The objection that the Act discriminates unduly against Hindus 
is easily met by the facts, first, that exactly one-third of the agricul¬ 
turists protected are Hindus and, second, that where the non- 
agricultural Hindus have acquired land they have, as a general rule, 
signally failed to devote to its exploitation the capiial, inteUigence 
and enterprise at their command. .With some exceptions they have 
become rent receivers puie and simple. 

To sum up, we may quote the words of the Lieutenant Governor 
that the Act “ commands the confidence and approval of the 
peasant population and has largely achieved its object, fn almost 
every village the Akt Intikalat is spoken of as the Magna Charta of 
the Zemindar." But it must be remembered that the measure was 
directed against and has not remedied the abuse of rurai credit; ic 
aimed at removing one important result of this abuse. Rural 
indebtedness is probably heavier than before and the unscrupulous 
usurer who lends for extravagance continues to receive from the 
courts .the same help and sympathy which is the due of the city 
banker with a long reputation for sound and honest business who 
lends only on good security for a good productive purpose. The 
t.iniA appears to be ripe for a measure imposing on the civil courts 
the exercise of a proper economic fimction. Until all concerned are 
fully impressed with the need for building up a sound system of 
cre^t, the present abuses will continue; trade and commerce will 
languish; industries will not flourish; prices will remain unduly high 
and the preventible wastage will contmue to drain away the capital 
of the province. To illustrate this wastage we may mention that in 
the last ten years the civil courts of the.province havelieen called 
upon to realise money decrees to the total value of eighteen crores of 
rupees and have actually realised less than five crores. 

N. CALVERT, I.C.S.. 

Registrar, Co-operative Societies, Punjab. 



tHte FUTURE OF HYDRO-ELECTRIC FOWER IN INDIA. 

1. Sources of Power. 

The chief sources of power in the world (exclusive of animal 
power) are fuel, water and wind. The sun is of course the ultimate 
source in all four cases, and on an experimental scale solar heat has 
been directly utilized for the generation of steam. More usually, 
however, either the fuel, which solar action caused to grow in 
primeval forests, or the water, which is daily raised by evaporation 
to fall again by gravitation, or the wind which results from varia¬ 
tions of temperature, is harnessed for the needs of mankind. Wind 
power and sun power are too precarious and variable to be used on 
any but a small scale, and water power does not always exist where 
it is wanted. Consequently the world’s industrial development 
depended, until recently, upon fuel through the agency of the steam 
engine. Latterly the steam turbine and the oil engine and gas 
engine have taken up their share of the burden, while simultaneously 
the advances in • electrical transmission have enabled progressive 
countries to develop their water power. Fuel supplies are not 
unlimited, and unless the factory is brought to the coal or oil field 
the fuel must be carried to the factory—or at least within reach of 
transmission of power. Unless the facilities for such carriage are 
exceptionally good it is found more economical to transmit the power 
than to carry the fuel. Mechanical transmission is practically 
limited to a few miles, and although there are considerable possibili¬ 
ties in the intermediate device of converting fuel into gas for pipe 
transmission it is established that for long distances electricity is the 
only method of transmitting power. There are losses in any case. 
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whether in the form of actual power wasted in heat, or of annual 
capital charges, or of freight. 

One development of water power, dear to the inventor and the 
patent agent and cordially disliked by every patent office in the 
world, is tidal power. It is perfectly true that enormous stores of 
energy are unutilized in the tides, but, apart from their periodic 
nature, their development would in most cases cost far more than 
would suffice to provide the equivalent power by other means. 
Leaving this branch of the subject to the cranks there are three, and 
cmly three, clearly defined cases in which water power can be 
developed on sound lines. 

2. Basis of Water Power and Conditions of Development. 

It IS necessary here to explain that the power obtainable in any 
case is proportional to the product of the weight of water used and 
the height through which it falls in the pipes leading to the turbine 
wheels. Thus 1,000 lbs. of water flowing under a head or height of 
100 feet generates the same total amount of power as 100 lbs. of water 
flowing under a head of 1,000 feet or 10,000 lbs. under 10 feet. In 
each case, the total is 100,000 foot-pounds ■, it is immaterial whether 
it flows quickly or slowly, as this simply affects the rate and not 
the total amount. In any of these cases if the assumed weight of 
water passed through the turbines in one minute the rate at which 
power would be developed during that minute (or indefinitely, if the 
flow continued at the same rate) would theoretically be 100,000 foot¬ 
pounds per minute or 3a H.-P., of which about 85 to 00 per cent, 
would be available as mechanical power and 75 to 85 per cent, as 
electrical power. It will thereof be seen that in order to get power 
on a large scale it is necessary to find: 

(a) A small flow of water available with a very large head, 
which may be anything up to about 5,000 feet, such as may be found 
in mountainous districts and hill streams kt high altitudes. 

(5) A very large flow of v/’ater with a comparatively small head, 
such as may be found on a canal fall or in a river with a moderate 
bed slope or a waterfall. (A combination of a large or moderate 
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flow as in (b) with a high or moderate head as in (a) is an ideid 
combination but is not a distinct case.) 

(c) The third possibility is where a high head exists coupled 
wxtn very large monsoon rainiall and ground capable ot scoring it m 
large reservoirs. In this case there may be practically uo normal 
flow i tne water stored m tne snort ramy season is utilized thiougnouc 
the year, as in the Tata schemes in Bombay. 

It may be stated delimtely that the slow moving rivers oi the 
plains ol India, with a tall oi a tew inches or a few feet per mile, 
are absolutely valueless as sources of water power. Although in 
small streams of this nature undershot waterwheels are often used 
to drive small mills the problem becomes impracticable on a large 
scale, and may be relegated to the category of tidal power and the 
flke. A delimte fall (whether a natural fall or one developed by 
the engineer) is essential, and where the slope ot the ground is 
negligible and the seasonal rise and rail of the water is great no 
practicable fall can be oblamed. The common misconception that a 
natural waterfall is required is of course unfounded. 

3. Steam vs. Wateb; Capital Chaboes vs. Fuel. 

In all these cases it iS obvious that large capital expenditure is 
necessary on the hydraulic development; furthermore as water 
power must be developed where it is found a long transmission line 
IS often necessary. For these reasons the total cost of construction 
is almost invariably higher than that of a steam-driven plant of the 
same capacity ; and the annual capital charges for mterest and 
depreciation are correspondingly higher. 

Against this may set the fact that the running costs of such 
n station are relatively low, as no fuel is involved. The total cost 
of runniig does not depend to any appreciable extent on whether 
the plant is fully or only hghtly loa^ ; it is practically a fixed sum 
per annum ; so that tlra cost per unit is practically proporticmal to 
the total number of units generated. This is not so with fuel¬ 
consuming stations. Ewy extra unit generated then involves the 
consumption of a defiilite amount of fuel with a definite cost; and 
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while the total cost rises with the number of units generated and the 
cost per unit falls somewhat, the latter is by no means proportional 
to the total units In any particular case therefore the practi¬ 
cability of a hydro-elMtric scheme depends on the cost of fuel in the 
locality where the power is wanted. 

To take an example, assume a plant of 5,000 kilowatts capacity 
is required at a certain place where sufficient water power exists 
within transmission distance. Assume the total cost of the hydro¬ 
electric scheme and transmission line to be Rs. 50,00,000. (It might 
be very much less in favourable circumstances.) Taking interest 
and depreciation together at 10 per cent, the annual cost on this 
account will be Rs. 5,00,000. 

Let the cost of a steam plant of the same capacity, built where 
the power is actually needed, be assumed to be Rs. 15,00,000 with 
similar annual capital charges of Rs. 1,50,000. Now if for simplicity 
it be assumed that the annual charges for wages, stores, repairs 
and supervision are the same in both cases (an assumption near 
enough to the truth) there will be t^e difference between Rs. 5,00,000 
and Rs. 1,50,000 or Rs. 3,50,000 to set off against the cost of fuel for 
steam raising. Under the ideal conditions of large electro-chemical 
works this plant, allowing 1,000 kilowatts to be kept for spare and 
therefore 4,000 for work, would generate about 28 million units 
(80 per cent, load factor). Under ordinary industrial conditions 
the output would be less than half this, or say about 12 million units. 
Clearly therefore not only the cost of coal but also the load factor of 
the plant ( i.e., in non-technical language the ratio of its actual to its 
possible output) is of immense importance. If it is assumed that the 
low amount of only 2 lbs. of Indian coal will be required per unit, 
with modern plant of large size, the consumption would be 25,000 
tons for 28 millions and 10,700 tons for 12 million units. As the 
amount available to make the costs just balance out between steam 
and water power is Rs. 3,50,000 it follows that with the larger output 
■ooal at Rs. 14 per ton would absorb this amotmt, while with the 
smaller output the figure would be nearly Rs. 33. From this example 
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(in whida the figures are not meant to represent estimates) it will 
be inferred that as the load factor rises towards the ideal limit the 
advantage of hydro-electric power increases. Bearing in mind the 
vast difference in the cost of fuel in different parts of India, due 
mainly to railway freight, it will also be seen that the distance from 
fuel supplies is a very material factor. With coal under Rs. 10 PfT 
ton it is doubtful if water power could ever compete unless (rare 
combination) it existed right on the spot and could be developed ex¬ 
ceptionally cheaply. On the other hand, with fuel at over Rs. 80 a 
ton, water power wouM generally prove cheaper and, for a well- 
sustained industrial load, invariably. Between these limits proper 
estimating would be necessary. 

An interesting side light (m the above discussion is also worthy 
of mention. The inexperienced financier is notoriously apt to look 
at present capital expenditure and neglect to take into consideration 
future recurring costs; consequently he often accepts the lowest 
tender to his ultimate' detriment. We have assumed above that a 
steam plant of 5,000 kilowatts total capacity cost Rs. 15,00,000, and 
requires 2 lbs. of ooal per unit. Now on the two total outputs 
assumed the consumption of coal on this basis is 25,000 and 10,700 
tons. Would it pay tc accept a tender of Rs. 12,00,000 for cheaper 
plant of the same output if the fuel consumption were then 2^ instead 
of 2 lbs. ? The extra fuel used would amount to 6,250 and 2,675 tons 
in the two cases. Now taking 10 per cent on the capital cost saved 
by accepting the lower tender the annual saving is Rs. 30,000; the 
extra fuel used, even at Rs. 10 per ton, comes to about Rs. 62,000 
with the Ihrge output of anils and to about Rs. 27,000 with the lower 
output. Thus with very cheap fuel and a “ bad load ” it sometimes 
pays to buy comparatively uneconomical plant; but with expensive 
fuel and a good load factor never. If the cost of fuel assumed were 
Rs. 15 instead of Rs. 10 the more expensive plant would prove the 
cheapest on either the large or the small load. Much money has 
been wasted in India, and much disappointment caused, by the 
negleot of these prmbiples. 



rAc Future of Hydro-Electric Power in India 


337 


4. Pbesent Developments in Indu. 

At the present time, compared with other countries blessed with 
plentiful water power, India has made very little use of her resources. 
Switzerland, Norway and the United States realized the value of 
this potential wealth long ago, and the war has caused the whole 
question to be reviewed in order still further to utilize it. There is 
one actual undertaking of moderate size at work in Bombay Presi- 
. dency, tiz., the Tata H. E. P. S. Co. But it must not be forgotten 
that at the present day there are single generating units of 30,000 
kilowatts at work, while the whole of this scheme only amounts at 
present to 50,000 kilowatts. It is therefore not a very large under¬ 
taking, except by comparison with others in India. Two other 
similar undertakings are projected in Bombay. Over the rest of 
India there are only two or three fair sized hydro-electric plants and 
a few small ones for domestic supply. Of the former, that on the 
Cauvery is the most important, as its output is mainly used for 
industrial purposes on the Mysore gold fields. 

5. The Chief Industmal Uses of ELErmiciTY. 

Hitherto, in the public mind, electricity has been mainly 
associated with lighting and fans. These are excellent in their way, 
and it is grievous to see how little they have been developed in the 
last 20 years. In the industrial life of a country, however, they can 
play but a small part, subsidiary to manufacturing industries. 
Slowly but surely the driving of mills and factories by electricity is 
coming into play, and there is yet a great extension possible of 
electric driving. But it is in the use of electricity directly, in the 
furnace, the arc or the electrolytic cell, that the real future lies. 
The most important processes are perhaps those for the fixation of 
atmospheric nitrogen into the nitrates of commerce. Norway 
was the first country to develop this industry on commercial 
lines, and now, when nitrates are scaVce and freights heavy, 
and the peaceful demands of agriculture hare been superseded 
those of war, other countries are hastily making up 
iMway. The production of alumuiium from alumina, of which 
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bauxite is the most generally used raw material, is perhaps next in 
importance to the nitrates. The steel industry, again, is being 
slowly revolutionized by the electric furnace, which introduces 
economies in the utilization of what has hitherto been regarded as 
scrap and turns out a finished product superior to that of other and 
older methods. Amongst other processes of importance are the 
electrolytic production of the carbides of calcium (for acetylene), 
etc., and of chlorine (for bleaching and poison gas); the manufac¬ 
ture of phosphorus ; the electrolytic preparation of various rare 
metals of use alone or as alloys; and the synthesis of carborundum 
and other abrasives in the electric furnace. 

6. Power Factor and Cheap Units for Industrial Power. 

In most water power plants hitherto developed the capital cost 
has been high, and the sale price per unit correspondingly so. If the 
technical discussion above has been mastered it will be evident that, 
as the total annual cost is practically a fixed sum, the unit can be 
sold far cheaper to a consumer who is using all his machinery, etc., 
throughout the 24 hours than to one who only uses it for 2 hours; in 
fact, in the ratio of about 12 to 1. This is the reason why consumers 
always have to pay higher rates for domestic lighting than for 
industrial power ; it is true whatever the source of power may be, 
hut more so with water power than with steam. The usual selling 
rates for lighting in India are from 3 to 6 annas a unit; for industrial 
power from 1 to 2 annas where steam is used and somewhat less 
where the plant is water operated. Here again an interesting 
contrast may be drawn between steam and water. No matter how 
ideal the Conditions may be, every unit sold from a steam station costs 
tv definite sum in fuel; and therefore, even though some of the plant 
may be idle, there is an absolute limit below which sales would result 
in loss. Paradoxical though it may seem in view of all other 
commercial transactions, there is practically no such limit in the 
case of a hydro-electric station. The total working costs are not 
affected by the gen«'ation and sale of additional units. Th^fore, 
wh^ all the load has been d>tained that is in sight, at normal tar^ 
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rates—^for dividends must be obtained—extra sales at any price will 
pay so loi^ as they do not involve an increase in the size of the plant. 
They bring in money without involving any expenditure. This will 
be more evident if an example, simplified in order to avoid diagrams, 
is given. Suppose a hydro-electric plant with a working capacity of 
4,000 kilowatts actually had this load (or thereabouts) during the 
whole working day from 6 a.m. till 6 p.m., but that for the remain¬ 
ing 12 hours its average load was only 1,000 kilowatts, the average 
generating cost of a unit being 05 anna under these conditions. If 
there was no prospect of obtainmg work for the idle plant during 
these night hours on the ordinary tariffs it would pay to take on 
consumers at 0 3 or 0 2 or even 01 anna per unit ‘provided they were 
restricted to the use of power at night only. Of course their 
additional consumption would bring down the average cost of a unit. 
If, for instance, night working factories were started using the whole 
available 3,000 kilowatts the average coat would be reduced from 0 5 
to about 0 3 anna. But, as stated, in order to get this extra revenue 
it would pay to supply this factory at a far lower figure than the 
reduced average. It is, in fact, constantly done in actual commer¬ 
cial undertakings. 

7. Conditions for Economical Industrial Development. 

Where electro-chemical industries on a large scale are in 
question it is essential that the price of the power shall be very low if 
the manufactured product is to compete with that produced else¬ 
where. The cost of power is of course only one item amongst many 
in determining the sale price of the finished article, but it is a very 
important item—^pe^hap^ second only to the freight oi the raw 
material to site and the finished product to market. Where the 
conditions of the hydraulic development are such that construction 
cn a large scale is reasonably cheap; where the locality is such that 
the freight of the plant and materials thereto is low; and where the 
lengtii of transmission to the factory 's reasonable ; power can 
' probably be delivered at about one-tenth of an anna per unit including 
all charges. Indeed, if the cost iS much higher thar. this, the 
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proposition becomes untenable. Obviously the undertakii:^ must jbe 
on a fairly large scale to be of any use. The larger the individual 
units of plant are made the smaller becomes their prime cost per 
kilowatt and the higher their efficiency. The various electro¬ 
chemical industries are favourable to these low costs as they are 
practically continuous processes, utilizing the whole plant to almost 
its utmost capacity throughout the year. 

8. Freight. 

In considering the value of sites that may possibly meet these 
ideal conditions the first point to consider is undoubtedly that of 
freight and carnage; for it has a triple application. In the first 
place the raw material must be brought to the site, unless already on 
it; secondly the finished product must be taken to its market; thirdly 
the plant must be delivered at the power house. Cases are known 
where the carriage of plant over 20 miles of mountain roads cost more 
than its freight from England to the railway terminus. Cheap 
power is useless if the saving is swallowed up in expensive freight. 
Where bulky raw material has to be brought to the factory and sent 
back finished the obvious course is to build an electric railway from 
the nearest terminus, seeing that cheap power for working will be 
available. In order to get the plant to the power house there must 
be a road, and this road should be built so as to afford a suitable track 
for the subsequent railway. During the construction period a light 
line worked by steam will probably pay as against other methods of 
transport of the plant. The tendency of the man who put his 
travelling crane up after erecting his plant is often only too apparent 
in these metiers, and carriage by coolie is seldom cheap. 

. 9. Transmission of Power. 

From small b^innings electrical transmission of power has now 
reached the stage where it is possible to have the factory 250 milftg or 
more from the power station, and it would be unwise to say that (be 
limit of high pressure has been reached. In the case of water power 
from mountainous country there may be insuperable diffinnltjef of 
ground or cost in la;^ing out a railway to the though the plant 
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ofta be'tsonsported there. Even if these difficulties do not-exiet, if 
the raw loaterial of the industry is within the limits of transmission 
it will probably prove cheaper to erect a long transmission line rather 
than a railway, which may use more power than will be lost in 
transmission. It is simply a question of estimating which method 
gives the cheapest finished product. Either the material can be 
brought to the power house ; or the power to the factory ; or a 
combination of both methods may be the best. Mountainous country 
has one great asset for transmission in that the ridges fonn nature’s 
own supports for the lines; with comparatively small towers the 
valleys offer plenty of room for the dip of the wires on long spans. It 
also follows that by reducing the number of points of support, by the 
use of long spans, there are fewer points at which damage from 
lightning can occur. The loss in transmission can be made almost 
as large or as small as the designer chooses, according to the size of 
the wires used ; ordinarily about 10 per cent, is allowed. Where steam 
is used to generate the power the correct loss can be calculated 
according to Kelvin’s law and its modifications, such that) the capital 
charges on the conductors balance the cost of the power lost in them. 
If more power’s required more generating sets ran be added indefi¬ 
nitely. With unlimited water power the cost of the lost power is of 
secondary importance, and larger losses may be advisable than in 
the former case. On the other hand, if the available power is likely 
to be all required—and this is generally the case—the line losses may 
have to be reduced to very low amounts, since every unit available for 
the factory is of value. 

10. Cheap Deveiopment. 

In large steam-driven plants the capital cost of the power house 
and plant is a matter which can be forecasted with accuracy, except 
for the cost of freight and carriage, independently of where the site 
may happen to be. This cost may be more or less within ocanpara^ 
tively small limits, especially according to whether there is a satisfac¬ 
tory water supply for the boilers and for condensation; and 
' tois latter point will affect the running costs greatly. On the other 
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band, tbe capital cost of a hydro-electric scheme may vary enormously 
in different cases. In the first of the three classes of undertaking 
enumerated in the early pait of this article, namely, large heads of 
^ater with a small flow, the water has generally to be earned along 
an open flume for miles in order to reach a point at which the large 
available drop can be utilized by means of the shortest length of steel 
pipes. Then a certain amount of storage at this pipe head is 
essential, in order to guard against the failure of the supply through 
u break in the flume. Then, again, tbe steel pipes themselves may be 
longer or shorter according to the ground. Landslips and bad 
ground have to be guarded against, tunnels constructed, and other 
streams bridged. These various conditions involve enormous 
variations in capital cost, which can only be forecasted by surveys 
and estimates. 

The second class of undertaking, with low or moderate falls and 
a large volume of water, includes both canal and river developments. 
Canal falls are foi the most part very small, and though the power 
house and foundations will generally be expensive the rest of the 
development does not vary greatly in cost. Annual closures, 
however, militate largely against the use of these falls for industrial 
purposes other than sub-soil pumping or high level irrigation. Biver 
developments, except that they usually do not require storage 
reseivoirs, may vary indefinitely in cost. Difficulty problems are 
involved in drawing off the water at the head-works and in conveying 
it to the power station, and the limits of cost may vary almost as much 
as in the case first considered. Floods and tbe great variation in the 
height of the head and tail waters offer further difficult problems. 

In the third class of undertaking large storage is tlie crux of the 
problem. No matter what the monsoon rainfall may be, unless 
sound natural reservoir sites exist development is impossible. If 
dams can be built to impound enough watM- to run the station 
through the year, and if the capital cost does not prove so great that 
steam would be cheaper, well and good. Here tbe height of the 
reservcxrs above tbe jpKiwer stat'on must be as large as possible^ for 
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every extra foot means extra power. On any given head every ton of 
water behind the dam represents a certain definite quantity of power 
m horse-power hours (or in units) and in money; and as the quantity 
of water is limited every extra foot in height means additional 
revenue. Thus every hundred rupees spent on masonry may 
provide an amount of powei* varying both according to the altitude 
of the dam above the power house and the number of cubic feet of 
water it stores, depending on the configuration of the ground. 

11. Basis of Hydro-Electric Survey. 

All these problems require expert investigation. The first stage 
in such an investigation is to decide what industries are to be 
undertaken, where the raw materials of the same are to be found, and 
the power required for them. The next stage, which could be inde¬ 
pendently examined, is to ascertain the sites where sufficient power 
IS available and capable of development at reasonable cost. It must 
again be urged that, as the extra large capital involved is merely a 
set off against fuel, the rent charged for the use of the water in a 
canal or river should be absolutely nominal ; for passing it through 
turbines does not prevent its subsequent utilization for irrigation. 
Thirdly, the practicability of bringing the raw materials and power 
together must be examined, together with questions of freight and 
carriage. Finally, although in most cases the result is a foregone 
conclusion, it must be determined whether coal utilized at the pit^s 
mouth can or cannot compete with water power; and in this connec¬ 
tion existing railw'ay facilities evidently play a considerable part. 

There is work here not only for the electrical engineer but also 
for the chemist, the geologist, the metereologist, the irrigation 
engineer and the water power expert. Conflicting claims are bound 
to arise, but the ultimate good of India should be the deciding 
factor. 


J. W. MEARES, M.I.C.E. 



INDUSTRIAL LABOUR IN BENGAL. 


(Paper read at the Economic Conference, Srd January, 1918.) 

I HAVE written this paper while still in the process of making a study 
of what opens itself up as a bigger and bigger problem—Industrial 
Labour in Bengal. I must therefore at once admit that I am 
unqualified at present to lay before you what only the further close 
investigation of a number of months would make possible. To-day, 
however, I wish to add my little bit to the discussion of the labour 
question by referring to certain facts and impressions with regard to 
jute mills which have been working in my mind as a result of what 
I have seen and come to know. 

Throughout Bengal there are altogether 492 factories—the 
number being determined not only by the Rules under the Factoiy 
Act of 1911, whereby a factory is defined as premises worked by some 
motive power in which not less than 49 persons are simultaneously 
employed in any manual labour on any day during the year, but also 
by the further notification of 25th August 1916, made by the 
Government of Bengal, whereby all establishments in Calcutta and 
the districts of 24-Parganas and Howrah wherein not less than 20 
persons are, on any one day, simultaneously employed, are to be 
classed as factories under the Act. Since the issue of this notifica¬ 
tion ^ factories have been made liable to the conditions of the Act 
and of inspection. Of these 492 factories 69 are classed as jute mills. 
When we omne to consider, however, the average daily numbmr 
employed by the different industries, we find that whereas for the 
492 factories the number of employees in 1916, was 407,818, for the 
69 jute mills the number was 260,389, or 68 9 cent, of the indus¬ 
trial labour employedtthroughout the province—a nercentage which 
has been fairly representative of the relat've employment in jute mills 



345 


Industrial Labour in Bengal 

to otbw industries within recent times. For instance in X912, the 
numbeis, were, respectively, 320,087 and 199,326, the latter 
representing 62-3 per cent, of the former. 

From the predominant place which the jute industry thus holds 
tn Bengal it is interesting to consider its progress within the last 
40 years. In 1879-80, the number of looms was 4,946 and of 
employees 27,494. Ten years later these figures had increased, respec¬ 
tively, to 7,419 and 58,805. Tn 1895-96, the number of employees 
had risen to 78,114. In the following year the number jumped up 
to 91,610. By 1904-05, the number of employees was 133,162. Ten 
years later it was 230,227—the latest figuies show employment in the 
mills at 260,339. Of this numl)er 191,000 are men, 42,000 women, 
24,000 boys between the ages of 9 and 14 end 3,500 girls between the 
ages of 9 and 14. 

In face of this great extension a question arises with regard to 
the supply of the labour. As old mills have been extended and new 
mills have been laid down how have they been able to obtain the 
labour they wish? The first mills were planted in situations 
where the best supply of local labour was thought to be available and 
some of these still recruit about 95 jier cent., oi their labour from 
local sources. But, later, such suitable sites could not be obtained and 
labour was atiracted to the mills from thickly populated districts in 
Bihar and the United Provinces—new labour centres being created 
near Calcutta. It is an interesting fact that little is now done in the 
way of the direct recruitment of labour. Recruitment is in large 
measure automatic. The labour just appears and it has appeared 
in practically sufficient numbers to meet the increased demand. 
When a new mill is opened there may be a temporary shortage in 
another mill for many operatives will be attracted to the new mill. 
No attempt has hitherto been made so to co-ordinate the^ work of the 
mills as to discourage the transference of labour from one mill to 
another. In fact it is often rather encouraged. A manager who 
was responsible for the starting of a new mill heard that a mill 
across the river was out on strike and so he sent a sardar with 
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lounch to get some of the labour. The sardar came back without 
the labour and was ordered to go back once more. But again he 
returned alone and to the Manager’s question he replied that there 
was a sahib with a gun, standing on the ghat daring him to come 
near. 

Ordinarily the workers in mills are in constant communication 
with their friends and relatives up-country and men from the country 
come to work in the mill in which their relatives are employed. They" 
pay their own fares, Iwrrowing if necessary to do so, and repay the 
amount by remittances. I'hey frequently bring their families with 
them, and the boys, though not generally the woman, work in the 
mills. (Cf. Fremantle: Supply of Labour (1906, pp. 34-35). 

At the same t’me while the supply of factory labour has advanced 
to meet the greatly increased demand it has never been redundant. 
Apart from the mills where local Bengali labour is employed most 
cf the labour in the jute mills is immigrant, and it has been common 
—though evidently not so much so within the last year—for a greater 
part of such labour that can easily be spared to take a holiday of a 
month or more during the hot weather. Even the mills which recruit 
local Bengali labour suffer from a temporary shortage—^generally in 
November and December, when the rice crop is being cut work 
at which from 6 to 8 annas a day can be earned. One would imagine 
that the great development in the jute industry would have resulted in 
substantial increases of wages. The opinion has been expressed to 
me by more than one manager that the increase has not been great of 
recent years, but it is clear, at least from the figures of the Depart¬ 
ment of Stj^tistics, which take no account of changes in working 
conditions over the period of their record, that more is being earned. 
Fr6m 1890, the rise in the weekly earnings in rupees of carders has 
been from 1-31 to 2; of rovers from 2 to 3-3; of spinners 2-25 
to 3-45; of shifters (children) 75 to 1-76; of winders 2 to 3-6; of 
beamois 25 to 4-07; and of weavers frmn 45 to 565. Frcnn 1890 the 
daily earnings of mistries have risen frmn 62 to 11 and of ooediee 
frmn 28 to '42. 
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What perhaps, strikes one most forcibly about Industrial 
Labour in Bengal is its casualness. This fact has been a prominent 
one in the determining of all legislation and rules regarding it, for 
the position most frequently taken up is that no legislation can 
alter the nature and ingrained habits of the workers. You have, for 
example, the casual manner in which during their working hours 
the operatives ’eave their work for odd and uncertain periods. They 
go into the large mill compound to take food, to smoke, bathe, 
play, drink water and so on. Such attempts as have been made to 
stop or to curtail such practices have not been conspicuously 
successful and ordinarily, a manager, in view of the fact that labour 
is not over-plentiful, seeks to hi mour his workers by recognising their 
customs. Often this casual manner of taking leave makes necessary 
the maintenance of a labour force greater than is actually necessary 
to run the machinery. At the same time in some cases extra hands 
may not be necessary. Where, for example, you have two spinning 
framra opposite one another and the spinning is running well it may 
be not only possible but even economical for one man to mind both— 
thus letting the other go off to do what he likes. In this connec'ion, 
too, reference may again be made to the long leave which the 
worker so often takes to visit his country and his hom^. But 
managers also regard as part of the nature and habit of the Indian 
and so to be t^'lerated, if they are not carried too far, what are dis¬ 
tinctly abuses of piivilege. In a mill the head babu and under 
him the thre^ babus and sardans of the different departments have 
chief control of the labour in regard to appointment, registration, 
apportionment of work and so on. The worker, however, is 
ordinarily paid by a European assistant on presentation of a ticket 
of identifieation wiih a record of his work given him by the babu. 
It is everywhere recognised that the babu makes something out of 
the labour. Being responsible for the recruitment he can show on 
the books more bands than are actually in the mill and when pay 
day comes he can easily induce some worker by a small bribe, to 
appear twice with different tickets. When things get too bad the 
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manager or some of the official connected with the mill will 
make a raid. The evil is not an easy one to trace, for if a man is to 
present two tickets he presents the wrong one first—^but if things 
really show much of a leakage the head babu is dismissed. But as 
one manager said to me—“ that doesn’t do much good for you get 
another like him in his place.” Although what 1 have said with 
regard to such abuses is the result of my inquiries of the last month 
or two it is interesting to note that m 1912, a Factory Inspector 
recorded that one of the unforeseen results o£ the Factory Act of 1911, 
and the consequent practice of running the labour in shifts, was a 
large decrease in all mills in wages per ton of production—the 
decrease being due to the stopping of the illegal gams made by the 
babus through having imaginary workers on the books, as under the 
new system each employee had to be provided with a token indicat¬ 
ing his shift and his hours of leave. 

in general then it may be said that the easiness of discipline in 
the jute mill with regard to leave and timekeeping is associated with 
the nature of the operative. Associated with this, too, is the fact 
that in mills where the Manager has had wide experience and has 
been for a considerable time in the country a personal relation is 
established between him and his employees which obviates countless 
difficulties. As one such manager said to me, “ Labour difficulties 
and strikes are overcome by sympathetic and intelligent treatment.” 
On the other hand many of those who have to deal with the labour 
take little or no trouble to make themselves acquainted with the 
language spoken by their employees. The barrier of language pre¬ 
vents personal contact and as it often entails a wider ignorance of 
tte Indian and his ways leads to avoidable misunderstandings. And 
it is neither healthy nor satisfactory that where a European occupies 
a position of responsibility in a mill his chief point of contact with 
the labour under him should be through a babu clerk. 

One. is further impressed with the idea that, to a large extent, 
what labour has been in Bengal it is now. One is struck, for instance, 
by the similarity of the questions raised and the answer given to 
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different Factory Commissions and other inquiries over a period of 
nearly 30 years. One would imagine that through association with 
industrial work and by earning good wages there would have been a 
progressive rise in the standard of living amongst mill workers. 
But the fact that so many are still agriculturists at heart (and first 
of all) is a tendency operating against progress and the rise in the 
standard of living has, in consequence, not been great. We are 
referring here particularly to industrial workers and do not ignore 
the fact that they have participated in such general improvement 
in the standard of living as has been common throughout India. We 
can accept Mr. Dutta’s statement in his report on the Rise of I’rices 
in India that the average villager lives in a better house and eats 
fjetter food than did his father, that brass and other metal vessels 
have taken the place of coarse earthenware, that the clothing of his 
family in quality and quantity has improved, and that the increase 
in passenger miles travelled predicates the existence of spare money 
to pay for railway fares. But yet one would expect that the mill 
operative in the town would advance beyond his brother in the 
country Has anything been done to stimulate advance? Much 
has certainly been done by the jute mills in providing excellent con¬ 
ditions of work and of life for their operatives. Writing in 1910 
Mr. Walsh, the Special Inspector of Factories in Bengal, said 
that few besides himself were in a position to compare the mills of 
1892 in Bengal with those of 1910. The improvement, he writes, are 
not only in the mills themselves but in the surroundings. He then 
proceeds to give the fo’lowing extract from his inspection report of a 
particular mill: “ I inspected this mill on 4th August 1910, for the 
first time, and it affords me an excellent example of what a mill 
should be, viz., lofty, well ventilated, and lighted, limewashed and 
painted throughout with ample space between the various machines. 

I was equally pleased with the coolie lines. They are far superior to 
any 1 have seen in Bengal. Pucca drains run alongside each block 
with a constant stream of water flowing through them, (all the 
surrounding ground is sloped towards the main drains, with the 
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result that although I visited the Uses immediately after heavy rains 
there was an entire absence of surface water anywhere); the M iihA.ni - 
madan and Hindu lines are separated with large tanks suitable for 
bathing and well-kept grass plots between the blocks.” 

Most mills now provide a certain amount of excellent accommo¬ 
dation for such employees as desire houses. In 1916, such accommo¬ 
dation was reckoned as sufficient for 100,000 persons. The majority 
of the lines thus built have much to recommend them, being provided 
with an excellent water-supply, bathing facilities, and sanitary 
arrangements. One mill, about three years ago—constructed in a 
village adjoining the mill compound accommodation for over 
5,000 people. This village has well-laid roads, pueea drains, and a 
filtered water-supply, also a hospital, school, post office, mosque 
and Hindu temple, all generously provided by the mill. 

Much of this work has been undertaken with the view of attract¬ 
ing and retaining the labour and it does have its influence in this 
direction, but in so far as no standard of accommodation has been 
fixed and as most managers do not wish to enforce any standard, on 
their own authority, in case they might drive away labour, the 
cubic space allowed per head is veiy often insufficient. In addition 
the educative value of such good housing and living conditions is 
seriously interfered with by the fact that the mill worker who 
desires to take advantage of them regards himself as a sojourner. 
The more permanent labour is the local labour, generally living 
outside the bounds of the mill. 

Largely, then, in the first instance to serve their own ends the 
mills have’ provided such conditions of work and life—combined 
with such a rate of pay—as should lead to a distinct rise in the stand- 
dard of life, and what is equally important in relation to Industrial 
Labour in Bengal—a rise in the standard of efficiency of the worker. 
Perhajps such advance will only come when we have a class of factory 
operatives detached freon agriculture and village life—but there is 
one other direction in which we may look, viz., that of educatiem. 
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The Factojry Commission of 1890 advocated strongly the provi- 
8i<m of schools for half-timers. (Cf. Report Section 27 (4) p. 13. The 
problem was tackled by a few jute mills in Bengal which erected 
schools. But shoitly after their erection the scheme was abandoned 
owing to the fact that the children for whom the schools were in¬ 
tended never availed themselves of the opportunities afforded. The 
sdiools were chidly attended by the children of the babu and mill 
clerks and of well-to-do shopkeepers. The situation is said to have 
changed considerably since then. It is interesting to note that a Coia- 
mittOB appointed in 1913 to inquire into the question of the education 
of factmry children (primarily with reference to Bombay) split 
on the question of compulsory or voluntary education. The Com¬ 
mittee consisted of 8 members. The 4 who constituted the minority 
but who had widest experience of factory conditions wrote : “ The 
great obstacle hitherto in the way is the want of control over the 
factory children. As soon as they have worked for six hours at a 
stretch, they are free. The millowners cannot compel them to 
remain on their premises. Nay worse is that the good object of the 
Factory Act as to the conservation of the health of the young 
operative is practically defeated. The economic conditions of their 
parents are such that they will work for the remaining six hours 
at other mills under other names and it is next to impossible for the 
present to stop this practice which is notorious. Parents cannot be 
blamed, however they may be persuaded. Every parent similarly 
situated as Indian factory aduHs are, in any part of the civilised 
world, would act exactly m the same way. Supplemental income 
thus drives away the half-timers to work epewhere. Each shift in 
our opinion should be allowed to work only three hours at a stretch, 
both before and after a midday recess. By this simple arrangement 
there will be an interlude of three hours time, two of which might be 
well employed in imparting elementary instruction and one in re¬ 
creation.” 

In Bengal in the jute mills children do not work six hours at a 
stretdh, but it has been said to me more than once that where two mills 
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are close together a boy can easily! legister in both and so make double 
pay by working about 12 hours a day. However that may be the 
abuse oaimot be extensive and the general situation now seems 8q 
tavourable that the Chief Inspector of Factories from his experience 
said recently that he believed that many mill workers would -now 
take advantage of obtaining a free elementary education for their 
cl ildren. What has been done in one instance may be taken as typical 
of what may be done elsewhere. In a mill compound in which two 
mills stand a school has been erected by Government for half-timers. 
The School Management Committee consists, or is to consist, for 
the scheme is just being started, of the managers of the two mills, 
the two head babus, and the two chief Muhammadan weaver sardars. 

One of the difficulties of education as it was expressed to me bv a 
mill manager is significant of the whole point of view of labour. 
Once an employee, he said, has tasted the privilege of giving his iKvy 
education he wants to make him a babu and a babu is never a 
manual worker. The son of a Muhammadan mistry qualified for 
such a position. “ To be a babu in a mil’ means probably to earn 
Rs. 30 a month and make R.s. 100 or Rs. 200 more. Why can’t you 
put him to an honest trade ? ” said the manager. 

I want to finish by making one suggestion. The Jute industry 
on the manufacturing side is practically altogether in European 
hands and it never will be other until the babu can become a manual 
worker. I believe there is scope for the babu in the mechanics shops 
from which he may graduate, as he shows himself worthy, to reach 
an assistantship, thus taking the place of a man imported from 
Forfarshire. This may come with a more settled industrial popu¬ 
lation and a healthy system of education that does not force a youth' 
to go too far studying books but encourages him to enter on practical 
training. I believe that from amongst the children of the workers 
themselves such babu mechanics might be developed and should such 
development come they would be a strong factor in the further 
industrial development of Bengal. 

. J, C, KYDD. 



THE COTTAGE INDUSTRIES OF MALDA. 

Although Malda is an agricultural rather than a manufacturing 
district a number of small scale industries of v;)rious descriptions 
are still carried on in the neighbourhood, most of them, however, arc 
in a dwindling condition at the present rime. 

The foremost industry of Malda is that devoted to the produc¬ 
tion of silk. Silk manufacture may be divided into two main 
branches; first, the reeling of the raw silk from the cocoons in which 
condition the greater part of it is exported; second, the 

weaving of silk cloths, a form of manufacture which is now in a 
very decayed state. 

The silk reeling is usually carried'on in a large thatched roopi 
specially made for the purpose and is not strictly a cottage 
industry. The room, which is open on all sides, contains 

in most cases four ghais and two men work at each 

ghai. The outfit consists of a big earthen basin over a 
blazing oven in which the cocoons are boiled, and a simple reeling 
machine upon which the thread is wound. The reeling is entirely 
performed by hired labourers whose wages range from Rs. 7 to Rs. 8 
per month. They generally work from three or four o’clock in the 
morning until noon and are then free for the rest of the day. 

The silk reelers are all landless labourers, but they find no 
difiiculty in obtaining other labouring employment during the slack 
seasons of silk reeling. The reeling is done entirely by men, no 
women being engaged in the industry. The reelers are ejnployed by 
the owners of the mills, or work rooms, who are known as ghaiwalas, 
of whom there are in Malda alone about two hundred. As each 
work room usually contains four ghais, each requiring the attention 
of two men, the number of reelers at work at the busy season iq 
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Malda ia one thousand six hundred. The ghaiwala is generally also 
a landholder and cultivates his holding in the interval between the 
supervising of his mill. He purchases his cocoons from the local 
rearers at a normal price of about Rs. 60 per maund for which he 
usually pays cash. A maund of cocoons will yield on an average 
about 2^ to 3^ seers of silk thread when reeled. The reeled silk is 
sold by the ghaiwala to local Marwari merchants. The normal 
rate for the silk is Rs. 21 per seer. The ghaiwalas deal with the 
Marwaris on a cash basis and do not usually receive advances from 
them. The purchases of the Marwaris are for the most part 
regulated by the orders which they receive from the principal 
dealers in silk in the larger trading centres. As the ghaiwalas 
dispose of their silk almost entirely if not wholly to the local 
Marwaris, who act practically as a combination, the prices obtained 
by the ghaiwalas vary very little and their profit is generally 
a small one. 

Turning to the other branch of the silk industry, viz., the 
weaving of silk cloth, the work is entirely carried on by the Tantis 
or weavers by caste. The Tantis work in their own houses or huts 
and only in times of pressure do they hire outsiders to help them who 
then receive monthly wages of from Rs. 16 to Rs. 20. The weavers 
purchase their raw material from the Marwaris for the most part, 
although occasionally they may go direct to the ghaiwalas. The 
reason for their dealing with the Marwaris is that they usually 
obtain an advance of raw silk which is repaid when the weaving is 
completed. The normal profit to the weaver for a piece of silk 
cloth worth Rs. 10 is Rs. 2. Recently, however, in consequence of 
the war, the price of silk thread has gone up while it is said that the 
price of silk cloth has not similarly advanced with the result that 
the profits of the weavers have been considerably reduced. As the 
raw silk is purchased by the weavers from the mahajans, so also 
the finished cloths ^ disposed off to them, a necessary consequence 
of the dadan or aiivance system. Only a few more prosperous 
weavers engage in difect sale to retailers. It may be remarked in 
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passing that the trade of the local silk weavers, who are mostly 
settled at Shibganj, has of late years been considerably damaged as 
the result of the stoppage of the steamer service which formerly 
called at Tartipur. 

Another small local industry consists of the making of chikon 
work. This is a fabric woven from a mixture of silk and cotton 
thread, the warp being silk and the woof cotton The silk thread is 
purchased locally and the cotton is obtained from Calcutta The 
chikon weavers work in their own houses sometimes employing 
hired workers to help them at daily wages of from three to four 
annas. The chikon cloth appears to be very little consumed locally 
but is exported to considerable distances, the Arabs of Bagdad and 
Busra seeming to hold it in considerable favour The present 
price of each piece of chikon clotli is said to be from Rs 6 to Rs. 12 
according to quality, but before the war the price was from Rs 2-8 
to Rs. 6-8. The normal income of a chikon weaver is only from 
Rs. 8 to Rs. 9 a month. 

The silk industry of Malda is now far from flourishing 
and the ghaiwalas are described as becoming poorer day by day. 
The principal reason for this would seem to be the high rate of 
interest charged for capital to equip and run a reeling work-room 
or mill Such a mill containing four reeling machines, or ghais, 
represents the emplo 3 m[ient of a capital of about a thousand rupees. 
Part, or all of this capital, is frequently borrowed from the Marwaris 
at a high rate of interest. The reduction in the demand for silk 
cloth that has occurred during the war has hit this industry hard. 

Next in importance to the silk industry comes the brass industry. 
This in one of the oldest occupation of the people of the district 
and is carried on by members of the Kaiisari or brazier caste. The 
workshcq) consists of one of the rooms of the family dwelling, and 
the work is carried out by members of the' family without the assist¬ 
ance of hired labour. The <raw material is obtained from local 
middlemen to whose orders the lotas, gharas, and thalas are pro¬ 
duced. The brass workers usually receive from Rs. 13 to Rs. 16 for 
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every maund of brass work turned out. The war has so reduced 
the demand for brass articles that the workers in this industry are 
at the present time greatly depressed. Their raw material has 
advanced in price fourfold and they do little more than repairing 
work. A third local industry is that of cotton vwaving. The weaving 
is carried on by the class known as Johlas in their own cottages, the 
number of looms in each house generally being determined by the 
number of the adult male members of the household. The female 
inmates and children give assistance by winding the yarn on the 
charkas. The weavers buy their yam as a rule from the local 
market, using thirty to forty count thread for dhutis and ten to 
twenty count thread for jharans and gamehas. A weaver will 
usually take from two to three days to weave a cotton cloth ten yards 
long and if steadily employed can make a profit of about Rs. 16 
per month. The weavers sometimes dispose of their cloths to the 
local mahajanfi from whom they obtain the yarn, but often attend 
the local fairs with the object of pushing the sale of their goods. 
Owing to the war, and the consequent rise in the price of yarn, the 
weavers are suffering considerably from a decline in the demand for 
their cloths. 

Little need be said of the pottery industry. It i«i one of the 
oldest occupations of the people of this as of other districts. The 
potter giuerally works on a little plot of land in front of his cottage 
and his stock in trade is extremely small. He pursues his occupation 
in all seasons of the year exc-ej)t during the rains when it is 
practically impossible to produce earthenware according to the 
methods of the Indian potter. I'he potters generally use a kind of 
earth called AuthaZ Mati which they buy for five or six annas per 
cart load out of which they make handis (pots), kalsis (pitchers), 
as well as dolls and images. Their earnings are usually not more 
than five or six annas per day and they will make a hundred roughly 
fashioned dolls six inches in height and three inches in diameter for 
one rupee. A little paint and chalk in addition to the mati 
constitutes their raw material. At certain seasons of the year the 
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potters may make a little extra profit by turning out large 
earthenware idols purchased by the rich people of the neighbourhood 
on the occasion of the principal Pujas. 

In addition to the regular industries that we have noticed tliere 
are a few casual occupations by which a certain number of the people 
supplement their income from time to time. The chief of these are 
the Salmawalas, who make artificial flowers and figures either from 
pith or from paper, coloured and sometimes embellished with silver 
wire. They produce only to order on such occasions as marriage 
ceremonies or festivals. It is said that the demand for these articles 
of decoration is declining year by year as the result of a gradual 
modification in the public taste. When not otlierwise employed the 
Salmawalas usually work in the fields as day labourers. 

The only other industry that needs mention is that of the 
basket makers The local Domes produce, in their spare time 
chiefly, articles made of bamboo such as Koolas, Duclrnees, 
Chupris. They buy their bamboo locally, and from one rupee’s 
worth of bamboos they will pioduce articles sold for about Rs. 5J-8. 
They market their w'ares themselves either by wandering from house 
to house or by attending the local hdfs and iairs. When not 
engaged on bamboo work the Domes devote themselves to the rearing 
and tending of pigs and are occasionally engaged by municipal 
authorities to burn or bury the dead bodies of friendless persons. 
During the mangoe season there is a regular annual emigration of 
basket makers from Chapra known as Dins who come in groujis of 
ten to twenty and spend their whole time in making the baskets in 
which the mangoes are packed for market. 'I'liese men can make 
about three or four annas per day. As soon as the mangoe season 
is over the Bins return to their own district. 

B. K. NIYOGI. 



CURRENT TOPICS. 

THE LATE MAJOR JACK, M.C., I.C.8. 

By tho death on 31st May from wounds received in action in France 
' of Major J. C. Jack Bengal and the world of knowledge and letters 
have suffered a heavy loss. In his official career he rapidly made 
his way to the front; as an authority on the complex revenue law of 
the province and as a student of its agrarian condition he will be 
remembered by his settlement reports on the districts of Bakarganj 
and Faridpur. To the humble classes amongst whom and for whom 
he worked, his boundless charity and his impartial sense of justice 
are not likely to be forgotten. Those who had the good fortune to 
be associated with him in his work will ever remember his pleasant 
strong personality, the enthusiasm, the sympathy and sense of duty, 
the example of which made his associates consider his work as their 
own and drew them on in their zeal to reach his goal. Major Jack 
was a born leader of man. In 1916, when he left for the front, he 
was reaching that stage in his career when the hard spade work of 
his earlier years was likely to lead to big results. He was not content 
to leave things as they were; he was a man of ideas—ideas begotten 
of hard-earned experience; he was no dreamer, but a born organiser 
whose one'desire was to see his schemes achieved. He had already 
left his mark on the administration of Bengal; it is idle to surmise 
what ultimate success he might have gained. He left to those who 
knew him a knowledge of his schemes and ideas—but knowledge 
and the power of action are in different planes—the force and 
entliusiasm of the parent mind must ever be lacking. 

As an economist Major Jack sprang suddenly to fame with his 
bode “ The Economic Life of a Bengal District.” But that work was 
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not the inspiration of a moment. It was the outcome of eight years 
of unremitting thought and observation, probably no book has been 
written on an Indian subject which can lay a juster claim to be the 
outcome of intelligent experience. Major Jack was by education an 
historian; he was a student of history, and the fruit of his study he 
applied to the facts of the life in which he lived. He was not carried 
away in the whirlpools of economic theory ; biu he felt (and he felt 
rightly) that economic facit, if applied on the historical principle, 
should be rated at a higher value in the theory of administration. 
Can it be questioned that Major Jack succeeded in his exposition { 
This book should not have been the last that Major Jack left 
to the world of thought. During the years that he had devoted 
unsparingly to Ins career, he had collected a vast amount ol material 
which only required the leisure of more peaceful times to be given to 
the world. The world is the loser by his loss, and, whoever may 
ultimately give that material to the world, the mind that 
collected it, the thought that would have inspired it, are gone. It is 
not merely the los-^ of a friend that many are left to deplore, but the 
loss to the world ol a man wlio would have risen high in the realms of 
knowledge, literature and administration. 


THE BENGAL ECONOMIC JOURNAL. 

It is with pleasure that the editors have found as the result of the 
past two years’ experience that the Journal has been welcomed by 
students of economics as filling a definite place in the literature 
devoted to the subject in India generally, and more particularly in 
Dengal. It has therefore been decided to take a step forward in 
two directions which it is hoped will increase its usefulness. In 
the first place it has been arranged that after the completion of 
the second volume with the present issue, the Journal will be 
published four times a year. The fact has been emphasised more 
,than once in these notes that the Journal has for its principal 
object the publication of the results of original study of those 
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economic problems which relate to India and to this province in 
particular. The number of such problems that still present an 
almost virgin field for research is very great, and once more the 
editors appeal to those, for whom the study of economics is their 
chief work, to contribute to the increase of knowledge in the subject 
by original study, and to make use of the Journal as the modium 
of the publication of their results. 

In the second plax'e it has been decided to make a small 
payment for the contribution of original articles. It is not 
[)retended that such payment will lepresent an adequate 
remuneration hut it will at least serve as a slight recognition of 
the labour devoted to the advance of the subject the chief recom- 
[jense of which must continue to be the gratificati<ni which the work 
itself affords. 

THE BOMBAY ECONOMIC CONFERENCE. 

At the economic conference organized last January by the Bengal 
Economic Association, it was decided tha.t in future the conference 
should be an animal event to be held in difl'erenl centres in turn 
The sec’ond inference will take place in Bombay, commencing on 
the 30th Dei'ember and will extend over four days. The final 
programme has not yet l)een issued, but it is \mderstood that the 
principal topic for discussion will be agricultural economics, 
s{)ecial attention being given to the (piestion of the increase of 
non-economic holdings. Further particulars regarding the 
conference, may be obtained from Principal Anstey, The Sydenham 
('ollege of Commerce, Bombay, by whom the conference is being 
organized. 



REVIEWS. 

BENGAL DISTRICT GAZETTEERS; MTMENSINGH. BY F. A. 
Sachse, I.C.S. 1917. 

The main object of a ffazeiteer appears to be to (‘ollate for tlie information 
of the public, in a literary as contrasted with an official style, authoritative 
accounts of a district,—/;![‘eo^»'raphical, historical, fiscal, administrative and 
economic. Each (‘lass of the subjecd-inatter recjiiires to be handled originally 
by an expert, and to be brought togeth(U‘ subsecjueiitly by an exi)ert. 
(^apable as members of the (^iviJ Service may be, then* are few 
who claim to be expert in as many subjects as are contained 
in a gazetteer. The system of })roduction appears to be faulty, 
and this defect is enhanced by the fact that inlbiination contained 
in gazetteers is accepted by the Courts of Law as evidence, and is 
not usually put to the same test of truth as oidinary forms of evidence. The 
fault is not Mr. Rachse’s, and the faultiness of the >vstem condemns the 
Mymensingh (i^azetteer no more than those of othei’ districts. A very large 
mass of information has been collated, to such an extent indeed as to subor¬ 
dinate literary quality to the expression of the (piantity of facts. This 
subordination is not altogether hapi^y; it tends to obscure the facr that a 
gazetteer is not merely an official blue-book int(*nded for the use of experts, 
but rather a popular publication. Thus the recital of various sections of 
the Bengal Tenancy Act on pages 108 and 109 is not self-explanatory and 
would probably require a reference to tlie Act by the average expert. There 
are similarly references, for example, to the Director of Land Records’ launch 
which are hardly of sucli general interest as to merit a monnwentum aere 
perenmus. If a gazetteer is to reach a standard that is necessary and not 
difficult to arrive at, it is essential— 

((?) that the information undei the different heads should be collected 
by experts on approved principles 
(h) that this information sliould be collated by experts; 

((?) that the information should be finally produced in literary form. 

It is no argument that mere knowledge of a district will enable an official 
to becopie an expert on matters widely differing in character—though local 



362 The Bengal Economic Journal. 

knowledge is of much value for collation; and until the methods of prepara¬ 
tion are radically altered, no gazetteer can approach the necessary technical 
standard of excellence. 

Mr. Sachse’s experience of revenue administration clearly justifies his 
claims as a revenue expert; his knowledge of the cultivator similarly enables 
him to deal with authority on the economic condition of the people, but there 
are in the gazetteer statements which rouse the suspicion that tlie facte 
Itave not been thoroughly sifted and that history is not entitled to that 
standard of truth wliich is claimed for her. There are, for example, disci*e- 
paiicies in the figures of the jute crop; as a discrepancy of 1 maund per 
acre would on Mr. Sachse’s own figures affect the agricultural income of the 
district by 45 lakhs of rupees or more than five times the total land revenue, 
tlje discrepancy is somewhat important. It is also somewhat disconcerting 
to learn that while the average c'ultivator possesses from 6 to 10 acres of land 
(the figures show considerable latitude), still the average family has only 
from 0 to 4 acres. The different desf*riptions of the red soil on pages 
•I and 48 appear to point to different sources of authority; the latter suggesting 
the existence of sufficiency of lime in the soil will doubtless surprise the 
experts of the Agricultural Department. Such examples throw doubt on the 
value of the statistical figures generally. 

Of the 12 pages written about the history of the district the first six 
have little reference to Mymensingh; it has, however, been the custom to 
include in gazetteers of specific districts divergent views of the history of 
Bengal. The subje('1 is difficult and sliould be left to the historical student. 
For the account of tJie Nazims of Bengal in the first half of the 18th century 
u description of the Nnib Nazims of Da<*ca, who controlled Mymensingh, 
might have boon substituted. Where ihe Nail) Nazim is referred to, the 
reference is incorrect. Jasarut Khan became Naib Nazim in 1756, not in 
1765, nor in the manner suggested. The chapter contains other mistakes of 
fact. The reference to the Su})erintendent of Revenue in 1769 evidently is 
intended for Supravisor. Muhammad Reza Khan ceased to be Naib Dewan 
in 1772 (not in 1774) when the rompany stood forth as JJeioan; it is furtlier 
incorrect ^o state that Middleton succeeded him as Deputy Dewan, as the 
office was abolished. On jiage 27 the date of RennelFs survey is given as 
>779, on page 110 as 1778; there is, however, incontrovertible evidence to 
prove that such suiweys as were made by Rennell in M 3 rmen 8 ingh were 
coin])]eted 12 years earlier. 

The chapter on the people,’’ where Mr, Sachse is able to make use of 
his local knowledge is of much interest, and shows clearly the difficult environ¬ 
ment of character with which the administrator must contend. 

The chapter on agriculture forms the basis of any discussion on the 
economic condition of th^j district. It appears that 68 per cent, of 
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(iistnct is cultivated aud tliat cultivation is rapidly increasing. It would 
have been mterestir.g if the use of tlio remaining 32 per cent, had been 
specified in order that an estimate could be made of the area still available 
for cultivation. A comparison is made with figures of 1872, but the 
comparison is not of much value, as the figures of 1872 are clearly incorrecf. 
It is not likely that in 45 years the area of river and hil should have increased 
from 230 to 732 square miles. Mr. Sachse’s figures appear to 'indicate that 
some 500 square miles are still available for cultivation; the figure appeal’s 
to be high. Of the cultivated area 34 per cent ])rodu(‘e's a double crop, the 
gross acreage of cultivation bearing a smaller proportion to the whole than any 
other district of the Dacca Division; this is doubtless due to the low incidence 
of population. A detailed comparison of the figures now available for the 
whole of the Dacca Division would be of great value. The chapter gives a 
clear idea of the agricultural wealth of the district. 

This chapter is followed b}’ a most interesting account of the economic 
(‘ondition of the agricultural classes in which Mr. Sacdise shows his sympathy 
for the raiyat, explains their improvidence and draws a picture ol rural life 
of the greatest value foi economic discussion. Naturally such an account 
cannot be complete and must be open to comment. Tfie decline of the upper 
and middle classes is accounted for, but it would be of interest to kiiow^ the 
leason for the continued existence of extensive zemindai'is in Mymensin#^h, 
under the conditions narrated compared ivitli the minute divisions and 
subinfeudation of property in other districts of the division. The figures 
of the income and exi)enditure of two types of families are suggestive and 
the table showing the rise of jmices in periods from 1811 is valuable in 
explaining the varuHion in economic conditions 

Mr. Sachse has, however, dealt somewhat brusquely with the problwn 
of' indebtedness. The problem has been dealt w^ith in detail by the late Major 
Jack in his invaluable book on Karidpnr and b,\ Mr. Ascoli in his article on the 
“Economic Condition of the Cultivating Classes in Dacca;*' both these 
authorities based their conclusions on detailed and scientific investigations. 
Tt is true that they differed in ^heir <*onclusions on several jioints of import¬ 
ance, notably the former maintaining that the greater part of indebtcslness 
was purely temporary, the latter that it w^as permanent; the actual figures 
of lack of indebtedness, though w^orked out by different methods, so nearly 
tallied, after allowing for peculiar local c-onditions, that their conclusions 
cannot be thrown aside without argument. This, however, Mr^ Sachse does: 
and one would have more faith in his negation of the existenc’e of serious 
debt and in the claim of the mahajan to popularity, were the reasoning given 
in more detail and the facts actually recounted. The weight of experience 
is against him, and his argument requires justification. The narration of 
occupations and trades is of great interest and shows only too clearly to 
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wkat an extent lack of industrial organisritiou is robbing the district of vast 
sources of wealth. 

Land Bevenue is dealt with in a separate chapter with not altogether 
happy results, especially in the earlier period. The number of settle¬ 
ments under the Mughal Emperors was certainly more than three, 
though only three, viz., those of Akbar, Shah Suja and Murshid Quli Khan, 
were based on the well-known theory of a proportion of the produce. The 
account of the origin oi parganas is not correct and is confused with their 
subsequent development. The des<*riptiou of Mir Kasim’s revenue adminis¬ 
tration of the Nawara mahals and their resumption is not in accordance 
with the fatjts. It would have been preferable if the methods of realising 
the revenue and the policy of separating taluks hud been omitted, as Mr. 
Sachse has referred only to unimportant stages in processes of great 
complexity. The incidence of revenue anti rent, botli matters of great 
importance, are dealt with too briefly to judge the method of computation, 
but, even allowing for local differences, one is bound to accept the figure ot 
5 per cent, of the produce as the landlord’s present share, calculated on 
definite figures by the late Major Jack, to the 8 per cent, suggested by Mr. 
Sachse. There are mistakes of fact in the chapter; the so-called quinquennial 
(tapers are not (*.onhned to the Bengali years 120(1—1202, the most important 
being filed in 1207 and. subsequent years. Sarahaddabandi papers are 
evidently intended for Chauhaddibandi, ami were invariably filed by landlords 
before 1819 and not by kanungos whom the Decennial SettlemeTit had 
abolished. On page 118 there is a confusion between the word huzuri and 
nizamat; the real antithesis is between dewani and nizamat; the distinction 
between huzuri and nizamat only arises as a subdivision of the dewani portion 
of the administration, the former referring to funds administered by the 
(.'ompany, the latter to the assignments made 1o the nazim. It should also 
be noted that the Provincial Councils were created in 177'1 and not in 1770. 

In the chapter on General Administration, two facts require elucidation; 
it is asserted that the land revenue decreased from Bs. 11,70,240 in 1821 to 
Ils. 8,66,135 in 1914. This statement requires explanation; a decrease of 
36 per cent.* is heavy and primd facie the figures appear to be wrong— 
thpugb possibly a(*countable for by the transfer of estates. An explanation 
is, however, very necessary. Tlie second point is the assertion tliat excise 
was the chief source of revenue in Mughal times and in the early days of 
the Gompony. This is not in accordance with the information available*—the 
super or excise duties forming but a small projmrtion of the total revenue. 
There is much information of value to be gathered from Mr. Sachse’s book, 
and the criticism applied in this review is intended to sliow mainly the 
defective system of compiling gazetteers. In the economic (mrtions of the 
gazetteffr there is a deirfciency of material and a failure to show the meaning 
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ul* tlie facts—faults whkli could only be remedied by an ecionomic expert 
Jn the historical ixntion there are mistakes of tm t which required tin 
criticism of the historian. The criticism is not exhaustive, but the exam])lefr 
quoted are sufficient to show the dan#>er involve<l in the imblication ol 
mforimition which can only hope to obtain a reasonable standard of accuracy 
by accident. The lault is not peculiar to the book undei review, but it 
probably is pe(*uliar to this particulai method ot producing books which are 
presumed to be of a technical and expert natiiie. 


INDIAN CUllKENCY AND llANKINGl.-~-Dy M. L. Tannan and K. T. Shah. 

(Kamchandra Govind and Son, Bombay, pp. Ks. 5.) 

There is a distinct need experienceil by students ol economics in India 
lor a book dealing clearly and comprehensively with the currency and banking 
systems of the country. The only work of the kind which has been hitherto 
avaiilable is Keynej’ “ Indian Currency and Finance.^’ Excellent as this 
IS as a di8(*ussion ot ceituin important questions hearing upon the Indian 
monetary system the book is neither sufficiently comprehensive, nor in some 
cases sufficiently explanatory to meet the need ot the elementally economic 
student. Moreover since the publication of Keynes’ book much has hapjiened in 
the sphere of Indian currency and there is thus need for a work that will bring 
the study of Indian monetuiy questions u]i to date. At present the volume 
by Messrs. Tannan and Shah is the only attempt to supply the need leferred 
to. Unfortunately the work suffers fjom certinii *eriou8 defects which in tin' 
opinion of the present reviewer must seriously detmet from its merits. If 
these detects are sufficiently allowed for the book may bo recommended as a 
useful iiitioduction to the subject until such time us a is^ally satisfactory study 
of Indian monetary problems is available. 

The book is divided into two parts. The first is devoted to the subject of 
Indian currency, the second to that of Indian banking. 

I’he section concerned with Currency opens with a brief historv of Indian 
coinage which calls for no special comment. There follows a chapter dealing 
with the general principles of currency which would appear to he out of place 
in a work of this kind. The book is net a general treatise on the theory of 
money, but a descriptive and analytical study of the Indian currency system in 
jmrticular. The space afforded to the treatment of the general principles of 
money is necessarily scanty and the student will be compelled to turn to other 
sources for his reading in this connection. Moreover the discussion appears 
to W marred by some curious misconceptiens. Thus the authors blame 
economists generally for treating the subject of money as of comparatively 
small importance. The enormous literature devoted to the discussion of 
monetary questums on the part of economistr. is surely di^roof of the notion 
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that they have under-estiiuated the importance of money as an' economic 
instrument. 

It is also difficult to understand why the authors suppose that the use of 
money is responsible for the existence of interest. On page 42 it is remarked 
** while the owners of other forms of wealth must work themselves to produce 
new wealth, the owners of money by simply loaning out their wealth can derive 
a comfortable income and go on adding to their wealth without straining 
themselves in the least for it.’* The inti eduction of money as an instrument 
of exchange is thus made responsible for the existence of a class in society 
who live without work on the proceeds of interest. But it need hardly be 
pointed out that it is possible to lend in kind and to receive interest in kind 
oven in a community which is innocent of money. 

The succeeding chapter deals with the really important part of the 
subject which treats of the development of the Indian currency 
system from the closing of the mint in 1893 down to the outbreak 
of War. The events of this period of Indian monetary history are 
unfortunately not presented with that clearness necessary to enable 
the student to understand how the present situation has really arisen. 
The authors quote the recommendations of the Fowler Committee which 
favoured the introduction of a gold standard and r gold currency, a policy 
with which they are clearly in agreement, and then give a brief account of the 
development of the gold exchange standard which has in fact come into 
existence in the interval. The essence of the gold exchange standard 
consists in the use as internal currency of a token coinage which can be 
exchanged, at approximately constant rates, into gold for purposes of interna¬ 
tional payments. Considerations of economy and convenience have led to the 
appearance of a mechanism by means of which this exchange of internal into 
international currency, and vice versd, is affected, consisting primarily of bills 
enabling foreign holders of gold to obtain command over rupees in India 
and of bills enabling holders of rupees in India to obtain command of 
gold abroad. The questions of detail arising in the course of the years 
between 1908—1914 when this mechanism was bomg worked out 
have iftostly turned upon the two issues;—first, how should the 
silver required in India be held, or obtained; and, second, how and where 
should the gold required for foreign payments be kept. Thus the practical 
difference between the gold exchange standard and the gold currency and 
standard recommended by the Fowler Commission chiefly consists in this, viz,f 
that while under the latter system gold might or might not form a larger 
element in the internal circulating medium of the country, and while the 
great bulk of international payments would be discharged by means of bills, 
the balances of international indebtedness between India and other countries 
would be settled by the ebb and flow of gold from the banking reserves. Thus, 



Reviews. 


867 


supposing tha^ under either ay stem the silver token currency remained the 

H mal circulating medium, the chief practical difference resulting 
dd exchange standard is ihat the actual movement of gold is 
ed and the attendant exj^ense avoided. Further, while with an 
r gold in India and the existence of a gold standard the 
>f a stable exchange value for the rupee would depend upon 
jrtibility of rupees into sovereigns at the Indian Government 
ler present conditions the maintenance of the stable exchange 
the readiness of Government to sell silver bills for gold, or gold 
, under certain restj^icted conditions. 


In the final analysis the difference between the two systems does not seem 
to be so very great, but the gold exchange standard has enabled the 
Government until the outbreak of War to uudeitake a practical responsibility 
for the maintenance of a stable exchange while at the same time limiting in 
some respects its obligatioiiN to exchange rupees for gold on demand. Thus, 
assuming that the State takes tlie res])onsibility ot maintaining the 
stable exchange value of the rupee in terms of gold, the principal ques¬ 
tion upon which the respective merits of the gold exchange standard 
and the simple gold standard depend is whether the liability of 
the State to give gold in exchange for rupees would be greater 
under tbe one system than under the other. Further, the advocates of the gold 
standard must show that the economieM resulting from the gold exchange 
system would not he sacrificed, or would at least be counterbalanced by 
other greater advantages. Thus tbe central ques^mn may be restated thus. 
Tn a country which finds it convenieni to me for purjio'es of internal exchange 
a large volume of token currency, how can it best ensuie that it can provide 
an amount of international currency sufficient to liquidate its obligations and 
maintain its exchange under conditions that are reasonably likely to occur. 
The answer to this question very largelv dp])ends upon tv;o considerations. 

(1) The probable extent of the demand upon tbe country in question for 
international money at a time of pleasure, together with the means at its 
disposal of obtaining command over international cuirency at such a time. 

(2) Tbe disposal of its rcseives of international currency in such a way 
as to enable tbe gieatest influence to be exerted so as to bring into operation 
the compensatory action of tbe exchanges. 

It is commonly said that the gold exchange standard is peculiarly suitable 
to debtor countries. The reason, of course, is that in times of all-round 
contraction of credit and monetary pressure debtor countries are exposed to 
tbe risk of being called upon to liquidate their liabilitSes in international 
money. The reserves upon which the convertibility of the internal currency 
depends will be thus exposed to excessive strain and possible depletion. 
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Th$ hmgal Emmomic 

Hanoe it becomei adviaabla to adopt filial preoauttons to adequate 

refieiTes of international money in a form in wMoh they will be protected 
against attempts to draw upon them for other purposes. 

The advocates of a gold standard and a gold currenoy seem tl^ suppose 
that the presence of a large quantity of international currency ectiifgf’®^^^ 
internal circulating medium of the country constitutes a form of leserwl^’^^^^ 
may become available at such times. Here, however, experience seemsLp^ 
against them. If India posseso^ an open mint for gold while a token r 
continued to be the principal internal circulating medium which ooul^i 
exchanged for gold at a fixed rate on demand it would be necessary if tne 
State undertook the responsibility for the maintenance of a stable exchange 
1o keep adequate reserves to meet the demands that would arise in times ot 
international pressure or of a particular adverse balance of indebtedness. 
There are reasons particularly applicable to India why the liability 
under the system of a gold standard would he greater than under 
a system of a gold exchange standard. But speaking broadly the 
question whether the international money required to liquidate an 
adverse balance due by India is best provided by means of an offer 
of the State to provide bills payable in gold in London in exchange 
tor rupees delivered in India is not fundamentally different from the 
liability to provide gold for export in India (in exchange for rupees 
delivered to the Indian +rea8urv. The relative advantage of the two systems 
therefore largely resolveo itself into the consideration, first of the possible 
advantage of a gold currency in India as an internal medium of exchange, 
and, second, the relative advantages of holding the principal gold reserves in 
India or in London. Even if it can he shown that India is not a debtor country 
and is therefore not exposed to the special dangers of a debtor country in 
times of monetary stringency it still in no way follows that it would he to 
the advantage of India to have gold largely in circulation or to have her 
gold reserves chiefly maintained in this country. The discussion of this 
aspect of the question in the volume under review appears to he open to serious 
criticism. 

The* authors insist that India is very unlikely to he suhiect to a gold 
* drain because in the majority of years the balance of imports and exports 
is in her favour, resulting in a normal inflow of the precious metals. But 
the fact IS entirely overlooked that in the case of India this normal 'nflow 
of gold and silver does not take place in such a way as to strengthen the 
banking reserves of the country. There is a normal drain of the inwious 
metals to India because large numbers of people are ready to excbanire other 
commodities for gold for purposes of hoarding or use as ornament. When the 
hour of danger arrjves the country will not necessarily be better able to 
withstand it by reason of these normal imports of precious metals. Again, 
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f of the land system as it existed in Bengal at the 

^ knowledge ol its history and a 
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kl9D INDIA— (Longmans (Ireea and Co., pp. 601*) 

^ ^ Vinr^^- published in cheap form so as to be wit^te 

le a public as possible is an attempt to set forth the main 
'e to the social and material progress of the people of India undor Brifwh 
iThe author profoundly believes that while '‘the British came to Inditi 
^ own profit they have stopped to be a blessing to the Indian people.'* 
ed not confine his attention to a review of the material progress alone 
country under British dominion, at the same time a large part of the 
« devoted to the task of showing how greatly the material well-being 
lia has improved in the course of the last century and this improvement 
in the main to the measures adopted by the British administration 
I good government of the country and the development of its resources, 
igeidentally the author touches upon a number of controversial questions 
as the effect of the land revenue administration, famine relief, the drain, 
*g0VB||niment policy in relation to industry. Where so much ground 
ve|j[ed in so short a space it is only natural that the treatment of many 
should be somewhat superficial and even one-sided. »Some of the 
toetoto contained in the book are taken from authors not always 
doMy Reliable. At the same time while admitting that the main purpose 
^ l^ihor is one-sided and consists in offering a corrective to the many 
one-sided criticisms levelled against the conduct of the English in 
fce said with complete justice that there arc very few statements 
(lined in the hook which cannot he substantiated by reference to 
Ori'^ative documents. 





